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Will YOU be one of the 


100 


progressive credit 


executives at the 


1942 


SUMMER 
INSTITUTE 

OF CREDIT 
MANAGEMENT 


? 


THE TIME: July 26-Aug. 8, 1942. 
THE PLACE: The campus of Babson In- 


stitute, just 13 miles west of Boston, at 


Wellesley Hills, Mass. 
Make your reservation NOW. 


For further information, write: 
National Institute of Credit, 
One Park Avenue, New York. 
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" Remember 


Pearl Harbor!” 


Dad once said to me: “Henry, I hope you are 

fortunate enough to get plenty of hard knocks 

while you are young.”” He didn’t mean just that. 
He was trying to tell me that a measure of adver- 
sity in youth builds for character and determina- 
tion in manhood. 

For us, as a nation or as individuals, that holds 
true. 

If we had to have blows inflicted by a ruthless 
and treacherous enemy, regretful as we are of the 
experience, and saddened as we must naturally be 
at the loss of life, in the end it is better that we suf- 
fered these blows early. Each blow steels our 
determination; each loss of life by a fellow Amer- 
ican makes us turn more grimly to our task. 

We know that in the end military victories are 
won on economic strength—and a united resolve to 
use that strength. Economically we are the strong- 
est nation in the world. And our resolution is com- 
plete. The method, the treachery of the attack on 
Pearl Harbor have given us the resolution to carry 
through to victory. 

We are fighting the battle of civilization. No 
sacrifice in such a cause can be too great. 

Today Japan and its Axis Allies may not realize 
that this nation, when shocked into action, has but 
one mind, one thought, and one objective. Tomor- 
row they will know the cost of treachery—for pay 
they must. Were it otherwise, naught would be 
worthwhile. 

Our high resolve to cap our battle with victory 
is best expressed in those stirring words of George 
Washington at Valley Forge: 

“Soldiers, American soldiers, will despise the 
meanness of repining at such trifling strokes of ad- 
versity. Trifling indeed when compared with the 
transcendent prize which will undoubtedly crown 
their patience and perseverance, glory and free- 
dom, peace and plenty to themselves and commun- 
ity—the admiration of the world, the love of their 
country and the gratitude of posterity.” 


=~ 


Henry H. Heimann 
Executive Manager, N.A.C.M. 
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‘T IT SYNTHETIC?” people often ask about new products. The truth 
is that practically every article you see, every product you touch 
is synthetic ~in effort if not composition. For all goods, from the 
simple sugar cube to the delicate instruments of a plane, follow the 
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losses Insurance is indus- 





combined effort of individuals and machines in many industries: coal 
mines, oil refineries, steel mills, power plants, copper smelters, farms 
and factories . . . working together as a unit. 


, Cae try’s spare tire for defense. 
A broken link anywhere in the great chain of production is a 


flat tire that halts progress and deflates output in every stage from When mishaps occur, it 


the farm or the mine to the pretty paint finish. Not until this blow- cushions the financial shock 


out is repaired can the march of defense resume for men and machinery, by indemnifying lost funds 
; . & 10% : 
trains and trucks, executives and engineers. Today as never before, | 
intended for taxes, rents 


the nation stresses the value of agencies whose task is to stop stoppage , 





and to clear the track for high speed in defense manufacture. Insurance, bond interest, maintenance, 


a spare tire for defense, strives to keep INpusrriaL TEAMWworK going! 


*« THE HOME « 
Sreguvrance Company 


NEW YORK 


profit incentive, etc. Invest- 
ing its reserve dollars in 
industry, Insurance tends 
to stabilize financial re- 
quirements for production. 
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Important Credit Problems for 1942 


ae bless Market Brings Opportunities for SH mprovements 


The start of the New Year would 

not be quite complete without a 
w discussion on this particular sub- 

ject. It is a popular topic, since 
it usually provokes general discussion 
and stimulates careful thinking on the 
ideas presented. It is perfectly log- 
ical that such should be the case. Only 
by comparing past experiences and 
future plans with others in our par- 
ticular field can we grow and develop 
into better credit executives. Only 
as we stop to clearly analyze and fully 
understand our problems can we ap- 
preciate just what course of action 
may be advisable to correct the situa- 
tion with which we are faced. 

Usually the presentation of this 
subject follows about the same pattern 
because the same credit problems or 
abuses of sound credit policies are al- 
ways with us. At any one time they 
may come in a slightly different form, 
or during some periods they may be 
intensified because of conditions. All 
in all, though, the problems that faced 
us a few years ago are the same ones 
that we are concerned about today. 
Likewise, sound constructive solutions 
to these problems follow about the 
same line of thought year after year. 

If such be the case, it would appear 
as though we were getting nowhere 
or at best making only slow progress. 
To a great extent that is just what 
has taken place in the past. Of course, 
there are always exceptions, but for 
the most part we discuss policies or 
a particular phase of a problem, agree 
on the procedure that will correct or 
best remedy the situation, and then 
go on doing little or nothing about it. 
The alibi that is forthcoming is that 
management will not approve any 
change in company policy. What 
really happens is that we make a half- 
hearted attempt to sell our ideas, are 
not immediately successful, give up, 
and go back to the old way of doing 
the job without too much additional 
thought on the problem until New 
Year’s comes around again. 





Credit and Financial Management 


BY E. B. GAUSBY, 
Credit Manager, The Warner & 
Swasey Co., Cleveland 


It is an old cry that management 
has not given the credit manager 
proper recognition and the place in 
the sun that he thinks he deserves. 
To a certain degree that can be at- 
tributed to poor salesmanship on our 
part. To a much greater extent this 
situation arises, from the emphasis 
that sales play in the everyday think- 
ing of company executives. General- 
ly speaking, executives recognize the 
soundness of our thinking and appre- 
ciate the wisdom of our ideas on 
credit matters. In borderline cases 
they do not adopt our suggestions be- 
cause of a possible reaction on sales. 


Are We Poor Salesmen? 


HIS is perfectly natural, since 

many executives come up through 
the ranks with training in sales rather 
than the financial departments. Even 
where such is not the case, we must 
always remember that in the last an- 
alysis sales are the life-blood of any 
business. For these two reasons, sales 
departments over a period of years 
have had more influence than has the 
credit department. Thus it results 
that during normal periods the credit 
manager will usually come out sec- 
ond-best on his recommendation if 
there is any possibility of customer 
reaction that might be reflected in the 
sales curve. 


Today, we are not in a period of 


normal operations, and conditions are 
different than they have been for a 
long time. Just how long the present 
situation will last, no one knows, but 
it is the opinion of well-informed 
people that the present rate of activity 
will continue for some time. For this 
reason, I will not cover the specific 
problems that we all have discussed 
many times before, nor will I attempt 
to outline in detail the various reme- 





dies or solutions that we are quite 
familiar with. But I will suggest a 
general course of action which can 
be successfully carried out at this time 
because of the present seller’s market, 
a market that is likely to continue for 
months or possibly years. For this 
reason, the period under discussion 
will cover not only the new calendar 
year, but also the additional time dur- 
ing which we find a set of circum- 
stances favoring the seller rather than 
the buyer. 


Time to Really Do Something 


HE only real solution to our prob- 

lems, be what they may, is an 
aggressive course of action that will 
remedy the situation. In other words, 
do not just talk about it—rather, go 
out and do the things that have to be 
done. Where we have an intelligent, 
well thought out corrective plan, and 
when our ideas are fundamentally 
sound, then this is the time to in- 
augurate our program. Under ordi- 
nary conditions, management is pri- 
marily interested in sales, for sales 
make possible the volume production 
that results in profits. Today, capac- 
ity operations are assured. Now 
management’s emphasis is to protect 
profits that have been earned and to 
safeguard the potential profit in its 
backlog of unfilled orders. Manage- 
ment is carefully selecting, from the 
new business that is offered, the type 
of orders that best fit into present 
production schedules. For example, 
some are now refusing orders involv- 
ing special work ; some are now pro- 
ducing only part of their regular line 
of products and are concentrating on 
these few items ; some have eliminated 
certain lines that ‘ordinarily are not 
profitable, or the situation has been 
adjusted by corrective price increases. 
Such changes in policy are all closely 
tied in with sales. Fear of possible 
customer reaction has delayed these 
adjustments for a long while, but 
management is now willing to go 
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ahead, because it can safely do so un- 
der present conditions. If financial 
and sales executives are now willing 
to revise sales policies, is this not the 
time for us to do the same thing on 
credit policies. 

I believe thoroughly that this 
should be done. When only minor 
changes are involved, management is 
too occupied with other important 
problems to be willing to take on 
further responsibilities, and you can 
make a start without any delay. If 


a drastic change is contemplated, ap-- 


provals will be required. But today, 
management can view your sugges- 
tions on the basis of the soundness of 
the proposal rather than having to 
emphasize the possibility that some of 
your customers may actually decrease 
or stop their purchases from your 
company. For the first time in years, 
this will not cause too much concern. 


The Management Viewpoint 


ANAGEMENT _ knows _ that 

there is additional business to 
be secured, and easily secured, that 
will more than make up for the small 
amount that might be lost. Further- 
more, they realize that the orders that 
will be retained will be of a better 
class and from a sounder group of 
customers. The sales department 
feels the same way. During this 
period they do not want to spend time 
trying to work out ways and means 
of carrying a borderline class of ac- 
counts. Under normal conditions, 
salesmen are willing to secure in- 
formation, work out the details, and 
possibly even make special collection 
attempts themselves so as to main- 
tain or increase sales volume. To- 
day, they do not look at it the same 
way. In some cases they have even 
gone so far as to regularly contact 
their credit department before taking 
time from important and financially 
sound customers to work on a situa- 
tion that they fear may prove trouble- 
some at a later date. 

This is an entirely new sales and 
financial picture that is now before 
us, one that makes it imperative for 
us to go forward with a program that 
is not new but is one that has been 
carefully thought out and considered 
and developed over a period of years. 
One that up to now we have never 
been able to properly present to man- 
agement and secure their approval. 
Whether management has not agreed 
to our policies in the past, is not the 
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important point to keep in mind. 
What we must remember is that the 
present situation is an ideal one for 
the establishment of policies and the 
completion of the program in which 
we are interested. If we cannot make 
progress along this line under present 
conditions, then we might just as well 
acknowledge the fact that we are not 
doing a proper job as credit execu- 
tives, 

With this thought in mind, let us 
examine a little more closely the par- 
ticular problems which are with us at 
the start of the year 1942. These 
have been grouped under three gen- 
eral headings; namely, the value of 
the credit manager, revising credit 
policies, and a credit policy for 1942. 


Our Big Opportunity Is in 1942 


UCH has been said relative to the 
position of the credit manager in 

his company. It has been pointed out 
that in many cases he is little more 
than an office clerk or bookkeeper. 
There is some evidence that many 
feel they do not command the proper 
remuneration as compared to other 
department heads. Others complain 
that they are allowed only a certain 
amount of responsibility and that they 
dare not step beyond those bounds 
without being taken to task for being 
so presumptuous. Any or all of these 
charges may be applicable to the past, 





but the immediate future will present 
an opportunity that will not be re- 
peated for a long while. 

Just as there is a crying need for 
skilled workers in the factory, so is 
there just as great a demand for 
trained people in the office. Con- 
cerns are seeking men with financial 
experience to take increasingly im- 
portant positions of responsibility. 
Let us assume that we have done our 
work well in the past; let us assume 
that we have proved our ability to 
think clearly and intelligently ; finally, 
let us assume that we have and are 
willing to go out of our way to find 
new work to do and added responsi- 
bilities to shoulder. If in your case 
and in mine, these assumptions are 
statements of fact, then the question 
of salary, position and full recognition 
of your worth will automatically take 
care of itself. By this I do not mean 
to imply that you will be made presi- 
dent of your company over night. It 
is extremely likely, though, that you 
can rather quickly improve your pres- 
ent position if you will show manage- 
ment that you can adequately handle 
certain responsibilities that have never 
previously been passed along to you. 
Who but the credit manager should 
be better equipped to handle many 
more of their problems. If by extra 
reading, additional study, and a will- 
ingness to work really hard, you have 
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made it plain that you have kept 
abreast of the times are are well 
equipped to lighten their load, you can 
expect to have many new duties 
thrust upon you. 


Strict Adherence to Policy 


HE second general problem which 

should be tackled has to do with 
changes in policy or with enforcing a 
strict adherence to policies now in 
effect. Many of the minor and irri- 
tating problems that confront us day 
after day fall into this category. I 
refer to such items as the cash dis- 
count, the various abuses of the cash 


tant problems. In other words, how 
can you expect your customers to 
comply regularly with definite rules if 
the rules change from day to day de- 
pending on the particular policy that 
is involved. How can you strictly 
eniorce certain policies but pursue a 
lax and half-hearted procedure on 
others. In any event, there is neither 
the time nor the need to discuss each 
of these problems or abuses at this 
point. Let us pick out one of them 
and analyze it, keeping in mind that 
the same analysis and remedies and 
procedure will apply to all of them. 

Perhaps there has been more dis- 
cussion over a period of years on the 


Keep Your Eggs In One Basket—and Don’t Let Anyone Jiggle the Basket! 


discount, unreasonable adjustments 
and allowances, the matter of special 
terms, terms chiseling, extension of 
credit for unwarranted periods of 
time, the idea of having to sell terms 
in addition to selling the product, cus- 
tomer refusal to furnish financial in- 
formation, the insistence upon reas- 
onably prompt payments, etc., etc. 
Possibly some of you may object 
to my including as “minor’’ some of 
the items listed. Their importance 
varies with industry practice or the 
policy of individual companies. But 
generally speaking, the headings in 
this category are relatively less im- 
portant than some of the other prob- 
lems that you have to face. To me, 
the real significance is the relation- 
ship that these bear to more impor- 
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cash discount and the abuses of the 
cash discount than any other one of 
the items mentioned. Please remem- 
ber that I am not necessarily advocat- 
ing that the cash discount as such 
should be abolished from your selling 
terms. In certain situations there is 
a real need and a definite advantage 
to all parties concerned to have dis- 
counts available. What I do refer to 
is the situation where a change should 
be made, but nothing has been done 
for fear of antagonizing a few cus- 
tomers or for fear of a temporary 
competitive loss. The same may be 
said about the abuses that are con- 
doned by management over your pro- 
test because of fear of what might 
happen saleswise if a strict enforce- 
ment policy was invoked. 


Change Brings Few Difficulties 


PT ERE and there we learn about 

individual companies that in nor- 
mal times have either changed terms 
or have started to enforce quite strict- 
ly and impartially the discounts of- 
fered. In every such case that I know 
of, the change-over has been made 
without very much trouble, without 
any particular criticism and without 
the loss of any significant amount of 
business. Even in those cases where 
some orders have been lost, the bene- 
fits received have more than out- 
weighed any lost sales. Therefore, if 
one finds a serious problem of this 
nature, he should approach manage- 
ment again, carefully go over the ad- 
vantages to be received from such a 
change, and suggest that the revision 
be carried out at this time. As pre- 
viously indicated, executive manage- 
ment and your sales department will 
listen more attentively than they ever 
have before. If a change is agreed 
on, minor difficulties can be ironed 
out and there will still be a period of 
many months or possibly years in 
which to establish the new terms in 
your trade. Then when sales once 
again become all important, your com- 
pany will have had the opportunity 
to see the benefits from the improved 
policy and quite likely will not revert 
to the old unsound practices. 

In short, actually do something 
about these problems, rather than 
just think about them. From this do 
not infer that I suggest a clamping 
down on some customers only because 
their manner irritates you. It must 
be more than just a personal feeling 
before a revision in terms or policy 
is justified. But where a changed 
policy seems advisable and impartial- 
ly affects all customers, I feel quite 
strongly that this should be done now, 
at the suggestion, the responsibility, 
and under the supervision of the 
credit manager. While in today’s 
market such a change could be forced 
by a “take it or leave it” policy, this 
is not the procedure to be followed. 
This would create lasting ill will that 
would come back on your shoulders 
at a time when you are anxiously 
seeking new business. However, if 
the switchover is done carefully, di- 
plomatically and perhaps gradually, 1 
should not result in more than the 
temporary irritation of a few of your 
customers whose purchasing volume 
probably is not sufficiently large to 
worry anyone. 


- . . . 
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Our third general problem is the 
most important of them all. This 
has to do with a credit policy, not 
only for 1942, but for however long 
this present market continues. Brief- 
ly, what can we do today to prepare 
for the future. Although every sign- 
post points toward a continuation of 
a high rate of activity for some time 
to come, no one can guarantee this for 
us. We all appreciate that the col- 
lapse, when it comes, will give us little 
or no warning and may be severe in 
our particular industry. Consequent- 
ly, the only way that we can properly 
protect ourselves and our company is 
to assume that this collapse may occur 
at any moment. With this in mind, 
we must make our plans for this 
eventuality just as carefully and as 
quickly as we can and so be prepared 
for whatever may happen. 


Tighten Credit Policy Now 


HE general tendency is to reduce 

credit requirements, relax collec- 
tion pressure and ease up all the way 
along the line when times are good. 
This is particularly true when busi- 
ness is accelerating. Usually the re- 
verse is also true in that when busi- 
ness drops off, credits are more close- 
ly analyzed, collection follow-up is 
more vigorous, and there is a definite 
tendency toward a restriction of 
credits. To me this whole procedure 
should be changed about. It is dur- 
ing a period such as this that we 
should make a more careful study of 
the credits that are offered. Our col- 
lection follow-up should be most per- 
sistent and our terms should be tight- 
ened up considerably. Indeed, a defi- 
nite tendency toward a restriction of 
credit should be evident. Market- 
wise, this policy can be successfully 
pursued at this time. More impor- 
tant, it will result in a building up of 
reserves that can be made available at 
a later date. Then when orders are 
hard to get, when terms again enter 
the competitive picture, you will be 
in a position to offer extended terms 
and other special credit concessions. 


No Need for Pampering 


HEN our customers are operat- 
ing at high levels and making 
profits, they are or should be in a 
position to pay promptly on standard 
terms of sale. They should not re- 


quire extended terms, seasonal datings 
or other special terms of any kind. 
In this manner they meet a depression 


Credit and Financial Management . 


period with their payables up-to-date 
and without a heavy debt hanging 


over their heads. From our view- 
point, receivables are not frozen and 
can be liquidated in an orderly man- 
ner. Naturally, it is up to us to see 
that our customers do keep within 
bounds, at least as far as our accounts 
are concerned. “Customer education” 
on some of these points will help ac- 
complish the desired result. Perhaps 
some pressure will sometimes be 
necessary, but if the customer does 
not care if he builds up such a debt 
during prosperous times, then we 
should be even more concerned about 
having his account kept right up to 
the minute. 

Collections should be speeded up 
just as much as possible, and will re- 
sult in a two-fold benefit. First of 
all, it will assist our treasurers by 
providing working capital for day-to- 
day requirements. Secondly, it will 
help us considerably when the peak 
is reached and passed. The simplest 
explanation of this point is an ex- 
ample to show exactly how it works 
out. Assume that monthly collections 
average about $250,000. Using a 
twenty-five-day working month, this 
means that daily receipts would aver- 
age about $10,000. If we are able 
to speed up collections by even 24 
hours, it means that at all times our 
treasurers have an additional $10,000 
with which to finance expanding op- 
erations. What is of even greater 
importance is that when there is a 
drop-off in activity and receivables 
tend to freeze, there will be $10,000 
less for us to worry about. Similar- 
ly, in a large concern where receiv- 
ables run $2,500,000, then for every 
day that is gained, we have provided 
an additional $100,000 in liquid cap- 
ital and there is $100,000 less to 
worry about at some future time. 


Shorten the Collection Period 


F the average collection period is 

lowered by several days, the 
amount involved becomes substantial 
in the case of a small company and 
assumes rather fantastic proportions 
in the case of a large concern. We 
will all have enough worries when 
this present boom collapses without 
adding to the load, and whether total 
receivables are large or small, the 
same relative improvement is pos- 
sible. Every credit manager prob- 
ably could shorten his average collec- 


tion period by at least several days. 
Some results can be achieved by a 
reasonable but firm insistence upon 
better paying habits from customers 
that are habitually slow, and a con- 
sistent determined effort to bring 
these people into line will pay big 
dividends. Not only will it influence 
collections, but the open balances on 
these borderline or hazardous ac- 
counts will be substantially less than 
if you continue to iet them pay when, 
if and as they feel like it. 

However, there is a much easier 
way to improve collections. True, it 
involves us with extra time and effort, 
but the beauty of it is in the fact that 
while we are benefiting, so is the cus- 
tomer. It does not involve negotia- 
tions of a controversial nature and 
customers will appreciate the help you 
have given. I refer to a policy of 
making certain that all of the details 
surrounding every order are taken 
care of exactly as requested; such 
things as invoicing, routing, notice of 
shipment, handling of bills of lading, 
etc. 

Let us examine, for a moment, this 
matter of invoicing. Current billing 
instructions in most cases are sud- 
deniy quite different from what we 
have become accustomed to over a 
period of years. This is due to the 
many new accounting and auditing 
procedures that arise from govern- 
ment requirements. For example, 
The John Jones Company used to 
require one priced original invoice and 
three unpriced duplicates. Our set- 
up was such that they automatically 
received the right number of copies. 
All this has been changed and vary- 
ing instructions now appear on indi- 
vidual orders. Furthermore, it used 
to be that if one did not exactly fol- 
low instructions, the customer was 
not so busy but that he could easily 
make up the extra copies needed or 
make the necessary corrections. He 
would have the time and the person- 
nel to figure out the prices shown on 
your invoice, if for any reason they 
did not exactly correspond to the 
original purchase order. Today, your 
customer has neither the time nor the 
inclination to do this extra work. 
Even if he were willing, the checking 
is often handled by new employees or 
by government auditors that have no 
idea as to the pricing of your produet 
or the practices in your industry. The 
result is that if your invoice does not 


(Continued on page 30) 
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Priorities Warn of Fire Losses 


Dif ficult to FT idutid With Materials I csttcted by Defense 


Credit men have long been famil- 
iar with the ruinous effects of 
wv fires upon the financial standings 
of individuals, mercantile and 
manufacturing concerns, and indeed 
of entire communities. Even in nor- 
mal times the effects of fire losses, 
both direct and indirect, have been a 
major problem in American industry. 
A survey conducted some time ago 
reveals that of 100 manufacturing or 
mercantile establishments burned out, 
43 never resumed operations, 26 reg- 
istered severe monetary reverses, 17 
failed to issue a financial statement, 
and 14 suffered definite and extensive 
reductions in credit rating. 
Naturally any- 
one associated 
with the fire in- 
surance business 
is an ardent ex- 
ponent of fire pre- 
vention. We get 
reports of the 
causes of fires oc- 
curring daily 
throughout the 
country, and the 
tremendous 
amount of prop- 
erty destroyed. 
We realize that a 
very large part of 
this loss of the 
world’s wealth is 
caused by care- 
lessness, and 
could be saved if 
more attention was paid to fire pre- 
vention. You may think that fire in- 
surance companies have a selfish in- 
terest in the reduction of fire losses 
on the basis of the fewer the fires the 
smaller the losses to be paid. It does 
not work out just this way. The 
lower the losses, the lower the rate, 
and the less premium, which makes 
our income less for the same liability. 
For this reason we in the fire insur- 
ance business believe the public 
should have a selfish interest in fire 
prevention because it does pay divi- 


Be Ready! Get 
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BY FRANK W. YOUNG 


Secretary, The Travelers Fire 
Insurance Company 


dends in lower insurance cost. 


Prevention—A National Asset 
DURING the past thirty-five years 


fire insurance companies have 
been able to lower the average yearly 
cost of $100 worth of fire insurance 
from $1.19 to 67c. This was brought 
about largely by the public’s interest 
in fire prevention, which resulted in 
better construction, protection, and 
housekeeping. If there is no trash or 





the Fire Out Quickly! 
Water to a Minimum. 


rubbish around, there is not the op- 
portunity for a fire to feed so quickly. 
Fire prevention should make everyone 
happy, and add tremendously to our 
national resources. 

It takes a fire to demonstrate the 
virtues of fire prevention. Today the 
world is afire—in many places in a 
literal sense. When Herr Schicklgrub- 
er, with his vision of world domina- 
tion, forced the United States into the 
international armaments marathon, he 
did something that placed us all in a 
new and uncomfortable situation. 


Keep Destruction by Fire and 


There was a time when one could 
start anew after he had experienced a 
fire, with more or less definite assur- 
ance of replacing his ruined property 
by means of insurance benefits. But 
those days are gone for the present. 
Today, with every available man and 
every available resource dedicated to 
the essential business of national de- 
fense, the concern or individual who. 
has a fire is not finding replacements. 
so easy to get. The whole attitude of 
the producers of raw materials, the 
manufacturers, wholesalers, retailers, 
builders, investors and the consuming 
public has undergone a complete 
transition. 


Money — With- 
out Priority 
[F YOU should 


have a fire and 
are adequately 
and properly in- 
sured, your insur- 
ance company 
would, upon 
proper adyjust- 
ments, as always, 
be glad and will- 
ing to compensate. 
you for your loss- 
es. In these times 
your property de- 
stroyed may, and 
probably would, 
be more valuable: 
to you than the 
money you would 
get from your insurance company, be- 
cause unless you were working on 
Government Defense orders, and had’ 
a priority rating, you would probably 
find it impossible to replace your 
damaged property in these times. If 
you have a priority rating, the Gov- 
ernment will see to it that you are fur- 
nished with what is necessary to re- 
place your property as long as that 
material is available. There may 
come a time, though, if the war keeps. 
up long enough, when even with a 
priority rating you will not be able to. 


. . . - . . . . 


. January, 1942: 





Ad Bik ieoenish 7-= 





i 
1 
















lc? 





i 
i 
‘ 


























Peksacs 


sia RA Cin reall aa aN Le a tal aR 


sinabies + Be, 


ida 


ve raat te 


an nl ans ee) 8, 





Avoid the fire hazard of spontaneous 
combustion of waste material. 


replace your property. 

What good would cash be to a 
manufacturer who couldn’t replace his 
buildings, his machines and other es- 
sentials, including workmen who 
would quickly find jobs with other 
employers? What good would cash be 
to the merchant who couldn’t replace 
his store fittings, his stock and other 
necessary equipment to start business 
anew ? 


Today’s New Restrictions 


HERE can be no question in en- 
lightened minds of the urgency of 
fire prevention under present condi- 
tions. As this article is written, the 
following restrictions have been placed 
upon business in America owing to 
the exigencies of national defense: 
The construction industry, which 
embraces 2,400,000 workmen and 
grosses $11,200,000,000 a year, has 
been informed that it must refrain 
from every bit of construction which 
does not qualify as defense work, or 
as “essential to the health and safety 
of the people.” Experts in building 
construction have announced short- 
ages in copper (wiring, plumbing, 
weather stripping, hardware), zinc 
(galvanized tanks, pipes), iron and 
steel (reinforcements, hardware, heat- 
ing equipment, screens). In some sec- 
tions, owing chiefly to difficulties in 
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transportation, there are shortages 
even in glass, lumber and cement. Es- 
timates of the steel shortage for 1942 
run to 5,000,000 tons and of copper 
750,000 tons. The Office of Produc- 
tion Management has announced, in 
fact, that it sees a 30 percent gap be- 
tween copper needs and supplies dur- 
ing the year. Already such copper 
articles as burial caskets, screens, ash 
trays, andirons, cuspidors, door knobs, 
weather stripping, water tanks and 
plumbing, memorial placques and or- 
namental objects have been put on the 
no-production list. All automobiles 
made after New Year’s Day will be 
minus nickel, chromium and alumi- 
num trimmings. From zippers we'll go 
back to buttons next year as the ban 
on zippers is placed on clothing, foot- 
wear, luggage, wallets, key cases and 
many other articles. And even cello- 
phane will be unobtainable for the 
manufacture of such articles as sip- 


to use 


every male worker t 
readily accessible fire extinguishers. 


Train 


ping straws, gift wrappings, window 
displays and decorative devices, while 
cellophane-packaged cosmetics, razor 
blades, soap, textiles, wax objects, 
electrical appliances, flowers, chewing 
gum and probably cigarettes and 
cigars are definitely out. 


Fire As Usual—Failure 


NDEED, the whole idea of busi- 
ness-as-usual is out, and the firm 








An Adjuster 
Tells What— 


to expect from fire losses 


under different types of 
policies in the February issue 
of Credit and _ Financial 
Management. 


which suffers a fire from now on will 
find itself close to counted out. 

This year, of all years, fire preven- 
tion means something. The concern 
or individual having a fire this year is 
going to regret it more than ever be- 
fore. It’s mighty comforting to get a 


check from one’s insurance company 


after a fire, but it’s small comfort 
when the check won’t buy what you 
need to replace what you’ve lost. In 
short, an ounce of prevention is worth 
a pound of currency. 

A great many fires are caused by 
carelessness. Good housekeeping in 
our homes, our offices, stores, mills, 
shops and factories will cut Amer- 
ica’s shameful fire losses by millions 
of dollars—dollars that are needed to 
speed the nation’s most important job, 
defense. So, this year get behind the 
fire prevention movement and do your 
share. It’s for your own good. 





Adopt approved methods for using 
and storing inflammable materials. 


Enforce the NO SMOKING rule. 
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Now that the United States is at 

war it is interesting to take a 
W glimpse at the effect of war on 

the marketing system in Great 
Britain, where war has been a grim 
reality for many months. In a talk 
before the St. Paul Association of 
Credit Men on December 9th, Ar- 
nold L. Skinner, regional business 
consultant, Department of Commerce, 
presented this picture of business in 
England under war conditions and 
gave the hint that we in the United 
States were headed into a somewhat 
similar restriction: 

“In England, for purposes of price 
control, goods are divided into three 
groups: raw materials, foods, and 
non-food consumers’ goods. The 
Ministry of Supply controls prices of 
raw materials. The Ministry of Food 
controls the prices of many food 
items. Maximum prices are fixed for 
a large number of food products, 
among them being butter, eggs, tea, 
coffee, cheese, bacon, lard, meats, fish, 
sugar, potatoes, onions, peas, beans, 
jams, dried fruits, canned fruits, con- 
densed milk, etc. In many cases, 
both wholesale and retail prices are 
fixed. The prices of another long list 
of food items were frozen as of De- 
cember 2, 1940. In spite of these con- 
trols, the index of all retail food 
prices rose 21 per cent from August 
1939 to July 1, 1941. During the 
same period, wholesale food prices 
advanced about 60 per cent. How- 
ever, in all justice to the English con- 
trols, it must be mentioned that a 
large part of these advances took 
place in the early months of the war 
before the imposition of controls. 

“Prices of non-food consumers’ 
goods — those goods corresponding 
roughly to the type and range of 
goods sold in our department stores— 
were frozen at the August 21, 1939, 
level. However, a retailer may raise 
his prices above those of August 21, 
1939, if his cost of goods or operating 
expenses increase. Such advances, 
however, are under the close super- 
vision of the Board of Trade. 





Supply of Goods Is Limited 


ser HE supply of goods available to 
English retailers is restricted 
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Trade in England Under War Conditions 


Thiol Changes in eitish Merchandising 


and controlled. Restricted quantities 
of raw materials are available for the 
manufacturing of consumers’ durable 
goods. Manufacturers and _ whole- 
salers are forbidden to sell retailers 
more than a fixed percentage of the 
amount sold in a base period. Cer- 
tain items, as new automobiles, wood- 
en furniture, and silk stockings, are 
not being produced for the home 
market, and none, therefore, are avail- 
able to the retailer. 

“In addition, there has been some 
direct rationing of consumers. Among 
the items now rationed are butter, 
margarine, bacon, ham, cooking fats, 
fresh meats, sugar, tea, cheese, milk, 
and eggs. Gasoline and oil rationing 
began early in the war, and clothing 
was put under rationing in June 1941. 
Food retailers can buy rationed items 
only in accordance with the number 
of customers registered with them. 
Clothing retailers must turn in con- 
sumers’ ration coupons in order to 
get new supplies. 

“British merchandising practices 
and operations have also undergone 
radical changes. Advertising has 
been greatly restricted, chiefly for the 
purpose of saving paper. The size of 
posters is regulated, purchase of new 
paper for posters is prohibited, pack- 
age inserts are prohibited, and news- 
paper advertising space is restricted. 
Advertising does continue, however, 
and even products that are no longer 
obtainable are still advertised. 


Soap Without Wrappers 


¢¢ PACKAGING has been consid- 

erably reduced. Soap is sold 
unwrapped. Tin has been prohibited 
for many packages. Tubes, contain- 
ing toothpaste, shaving cream, etc., 
are sold without outer containers. 
Sugar is sold to retailers in bulk. Cig- 
arettes are sold in paper packages 
with no inner foil or outer cellophane. 

“Installment selling has practically 
ceased, and delivery has declined 
greatly because of shortages of gaso- 
line. 

“Expenses of retail stores of all 
types are estimated to be only 84 
per cent of the 1938-39 figures, par- 
tially caused by a reduction in the 
number of stores and partially by a 


reduction in services and other ex- 
penses. Department store expense 
ratios, however, have increased 
slightly. Retail payrolls are only 44 
per cent of pre-war, the number of 
salespeople having been reduced 35 to 
40 per cent. Retail advertising costs 
are only 25 per cent of pre-war. On 
the other hand, extra expenses have 
been caused by air-raid shelters, 
drills, war-risk insurance, the loss of 
better employees, and voluntary pay- 
ments to employees called to service. 

“Total retail sales are still slightly 
above sales in the same months of 
1939, in terms of money values. 
However, even the money values of 
sales are declining. In July 1941, 
sales were 10.6 per cent less than in 
July 1940. The physical volume of 
sales has decreased. Food sales are 
estimated to be down about 12 per 
cent since the war. 


Retail Stocks Are Lower 


‘¢]N terms of physical units, retail 
stocks are considerably lower 
than before the war. Retail profits 
for 1940, as indicated by reports of 
the larger firms, average about the 
same as in 1939, before taxes. In- 
creased taxation, in most cases, re- 
duced the net profits available for 
distribution to stockholders. 

“Briefly, such has been the English 
experience under the war economy. 
Perhaps you wonder about its accept- 
ance by the English public. The gen- 
eral reaction is that restrictions have 
not been severe enough; rationing 
should have been started sooner, and 
more items included ; prices should be 
controlled more intensively and ex- 
tensively. Such is the reaction.” 

Continuing Mr. Skinner pointed 
out that we in America face a simi- 
lar effect on our general marketing 
plans. He pointed out: 

“Ours is not a war economy ; ours 
in a defense economy; yet the differ- 
ence is only a matter of degree—a 
matter of degree plus the basic differ- 
ences in the economies of the two 
countries. Our economy, of course, 
is not nearly so dependent on imports 
as is that of Great Britain, and espe- 
cially is that true in the case of most 
foodstuffs. And any lessons we might 
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learn from the English experience 
must, of necessity, be modified and 
adapted to our own needs.” 

The English experience throws 
much light on what we might expect 
here, because the English economy 
now is an economy of scarcity—an 
economy of scarcity in consumer 
goods, occasioned by the demands of 
the war machine. 

“Tn our own country, ours has been 
an economy of abundance, in terms 
of either production or capacity, and 
has been so for so long that it is diffi- 
cult for us to realize that we might be 
faced by shortages. Yet this is ex- 
actly what we do face — shortages, 
and serious shortages at that. 


Rationing Here Already 


we HESE serious shortages have 

led to rationing—rationing of 
many of our basic metals and chem- 
icals—rationing by means of priori- 
ties and allocations. This rationing 
of inadequate supplies, for example, 
means that no one, for the rest of the 
emergency, will be allowed to make 
such things as vases, pitchers, candle- 
sticks, andirons, cuspidors, ashtrays, 
and doorknobs containing copper. It 
all adds up to the conclusion that 
many items containing these scarce 
materials simply will not be avail- 
able, or will be available in limited 
quantities only, after the current in- 
ventories are exhausted. 

“Let us think about a few of the 
specific effects—possible or probable 
—of a war or a defense economy on 
distribution plans. 

“7. As indicated above, many items 
made of or containing appreciable 
quantities of scarce materials will not 
be on the market at all, or will be 
available in limited quantities, or will 
be available for limited uses, or will 
be available in the form of substi- 
tutes. You know the story about 
automobiles, the production of which 
has been cut more than 50 per cent 
already. Other examples are certain 
household appliances, the production 
of which has been curtailed. You can 
expect this trend to continue, and at 
an accelerated pace. 

“2. A program of simplification 
will be pushed. It is not a program 
of standardization. To distributors, 
simplification is a blessing in disguise. 
It means that there will be fewer 
styles and sizes and shapes of such 
items as shoes, overcoats, dresses, 
kitchen utensils, vacuum cleaners. 
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You can readily see the advantages 
to you in such a program since it will 
not be necessary for you to carry such 
a heavy inventory investment in order 
to achieve the same sales volume. 


Expect Many Substitutes 


66 You can expect shortages in 

certain types of containers. 
Steel, tin, zinc, cork, plastics, and 
even certain types of paper are so 
short that difficulties are bound to 
occur. Some, we already experience. 
The use of cellophane is restricted. 
Chewing gum is no longer wrapped 
in foil. Substitutes must be found 
for cork used in bottle caps and 
stoppers. 

“4. You will probably experience 
the practice of hoarding on the part 
of consumers. You should discourage 
this practice in every way possible 
since it aggravates the problems 
which all of us face. 

“5. As the need arises, certain 
items will be rationed to consumers. 
This was done in the last war. Power 
is now rationed in the Southeast. 

“An interesting sidelight on the 
recent rationing of gasoline on the 
East Coast is the fact that many serv- 
ice station operators welcomed the 
changes brought about in their mer- 
chandising practices — although not 
welcoming the reduction in supplies. 
These operators, mostly, were glad 
that it was not necessary for competi- 
tive reasons to remain open until 
midnight or all night. When the re- 
strictions were lifted, many operators 
indicated that they would continue to 
operate on a reduced hourly basis. I 
am told that most stations continue to 
operate from 7:00 A. M. to 7:00 
P. M., including Sundays and _holi- 
days. 

“6. Taxes will be higher. 

“7. Credit controls of a mild char- 
acter are already in effect. I believe 
it would be safe for you to plan on 
these credit controls to be extended 
and to become more restrictive. 


Price Control to Expand 


66 More and more items will be- 
come subject to price control. 
And it is possible and probable that 
such controls will extend to the 
wholesale and retail fields. 

“9, Prices will continue to rise. 
This will occur despite the price con- 
trols exercised, although a runaway 
inflation is not probable. A serious 


inflation is too dangerous. Neverthe- 
less, prices will rise. 

“10. You can expect higher oper- 
ating expenses. You will probably 
lose many of your better employees. 
Some will be in the armed services. 
Others will find more lucrative em- 
ployment elsewhere. However, in a 
sellers’ market, as will prevail, you 
will not need the same number of 
salespeople to achieve the same sales 
volume nor will it be necessary for 
these salespeople to be so well 
trained. Nevertheless, training new 
salespeople, even on a limited scale, 
is expensive, and they will not be so 
efficient as older employees for some 
time. 

“11. As operating expenses rise, 
services will tend to decrease. Many 
services will be eliminated entirely. 

“12. Some have predicted that dis- 
tribution will become more efficient. 
I am not so sure about this. Much 
depends on the action of prices. In- 
creases in the efficiency of distribu- 
tion are not so probable in a sellers’ 
market as in a buyers’ market. 

“Briefly, these are some of the 
things you can expect to happen in 
the field of distribution as our de- 
fense economy progresses and pinches 
harder and harder. These things cre- 
ate problems, and as yet unthought of 
problems will arise. Anticipate these 
problems as best you can so that you 
will be in a position to better handle 
them.” 





Business Books 


FEDERAL FINANCES IN THE 
COMING DECADE. By Carl 
Shoup. Columbia University Press. 
$1.00. 

The interest in the present defense 
effort and its effect on business, both 
today and tomorrow, is widespread. 
The relationship of government debt 
to business prosperity is likewise 
being increasingly pondered by alert 
business executives. And the neces- 
sity of as sound a program as possible 
to reduce the financial burden, which 
the emergency is developing, is 
evident. 

There are many aspects to the 
problem. As his contribution, Profes- 
sor Shoup has developed statistics 
which plot the financial situation of 
the country for the next ten years. 
His approach is based on the hoped- 
for victory over the Axis powers. 
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Defense Brings Credit Problems 
Sauk Analyst Points ‘oF om Danger Spots in “War “Week 


Present conditions have produced 

a new set of problems for the 
W credit man. Many of them result 

from greatly increased activity in 
defense production, accompanied by 
expansion and weakened financial 
structure. Others represent heavy in- 
ventory situations, brought about by 
uncertainties in material markets and 
the need of protecting future oper- 
ations. 

There are danger signals in such 
situations which call for unusually 
careful study and consideration. The 
credit man must weigh all factors 
which have a bearing on the indi- 
vidual case, and decide whether the 
company can continue to operate and 
meet its obligations. He must appre- 
ciate that his own advice on financial 
matters may be a deciding influence 
in the company’s future. The four 
cases cited in this article typify pres- 
ent day conditions which require ex- 
tra vigilance on the part of the credit 
executive. 





A Case of Rapid Expansion 
MANUFACTURER of electri- 
cal equipment presents an ex- 


treme case of rapid expansion from 
defense activity. 


Cash 
Accounts Receivable 
Inventory 


Current Assets 
Plant-Net 


Total Assets 
Liabilities 
Loans Payable 
Accounts Payable 
Deposits 


Current Liabilities 
Mortgage Payable 
Net Worth 
Common Stock 
Surplus 


Total 
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By NATHANIEL E. PAINE, JR. 


Credit Department Analyst, Brooklyn 
Trust Company 


In the past, the sound financial con- 
dition of this manufacturer afforded 
ample protection to creditors, and 
permitted prompt payment of all lia- 
bilities. The company obtained credit 
from trade houses to cover its re- 
quirements, and borrowed from its 
banks for seasonal needs. Its credit 
standing was excellent. 

Then came the flood of defense 
orders of the last two years. The 
company enlarged its plant, added 
extra shifts to its regular force, and 
increased production from less than 
$100,000 in 1939 to a present rate of 
over $1,000,000 a year. This expan- 
sion was financed largely by current 
creditors. 


An Outworn Accounting System 


OW a critical situation has. been 

reached. Large lines are re- 
quested from credit men when finan- 
cial condition is unsound and when 
trade payments are slow. Current 
creditors, who obtain balance sheet 
figures, will find that their claims can 











June 30,1939 June 30, 1941 
Gulbcued $ 4,000 $ 98,000 
Evaat Pees 12,000 177,000 
titi, ae 95,000 
naiesemeadabe 34,000 370,000 
eileen 84,000 221,000 
Nanteite Pacts 118,000 591,000 
inieniuee $ 2,000 $210,000 
rere 14,000 130,000 
seas seats WN at 68,000 
re 16,000 ~ 408,000 
Paecca eee 38,000 38,000 
acetate 20,000 62,000 
pceies 44.000 83,000 
Ragan as 118,000 591,000 
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not be paid even by the liquidation at 
full book value of all current assets. 
Further investigation will disclose 
that the company has outgrown its 
accounting and cost systems. As a 
result, financial statements do not 
present accurate information, and 
proper internal controls are lacking. 

Positive action must now be taken 
to insure financial control and 
strengthen the financial structure in 
the future. One or more credit men 
who are close to the company and 
seriously interested in its welfare, 
should co-operate with its manage- 
ment to bring about the necessary 
changes. The financial view point, 
which has been disregarded in the 
past, must have an important place 
in deciding upon future policies. 

Management must be urged to in- 
stall proper accounting and cost sys- 
tems with adequate internal control. 
Then only can statements be obtained 
which reflect conditions accurately, 
and which can be used with confi- 
dence. Statements which are needed, 
include balance sheets and profit and 
loss statements in detail; budget fore- 
casts; and comparisons for short op- 
erating periods of actual with esti- 
mated results, analyzed to disclose 
cost and efficient use of materials, 
labor, and overhead. 

Relying on such statements, man- 
agement can bid safely on defense 
contracts. It can watch operations 
closely, discover unfavorable trends, 
and take corrective steps. It can ob- 
serve the changes in its balance sheet, 
and work toward an improved con- 
dition. 

Nothing should be allowed to pre- 
vent the adoption of a new system 
since intelligent control of affairs in 
the future depends-on it. Otherwise, 
in such a critical situation, there can 
be no confidence in the future. 

Until a decided improvement in 
condition has taken place, the credit 
man should continue to advise the 
management on all important finan- 
cial matters, particularly as to con- 


. January, 1942 





LSS ee 


oe 


Deer TBICS 


TER DP Si oS. 


See ee rec erar 


yy. = me O 


Qn 03 











templated increase in plant or the 
obtaining of further capital funds. He 
is of great service to his client when 
he works along the lines mentioned. 
Also he is protecting his own com- 
pany’s interests, and helping to 
change a problem case into a safe 
customer for the future. 
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Big Business—Few Facts 


EFENSE contracts caused de- 

cided changes in the financial 
condition of a manufacturer of uni- 
forms in the past year. 


Assets 
Cash 
Accounts Receivable 
Inventory 


Current Assets 
Fixed Assets—Net 
Deferred Expenses 


Total Assets 
Liabilities 
Bank Loan 
Other Loans 
Accounts Payable 


Current Liabilities 
Net Worth 
Common Stock 
Surplus 





a 
j 
4 
4 


Past volume approximated $350,- 
000 a year, a conservative figure in re- 
lation to invested capital. The com- 
| pany discounted all trade obligations, 
| |} and paid off promptly its bank bor- 

| rowings, made for short, seasonal 
requirements. 
Then defense contracts altered the 
. [entire picture. In the first six months 
of 1941 sales amounted to over twice 
the total for any previous year, and 
one order for over $2,000,000 was 
, obtained. Greatly increased credit 
lines were required from banks and 
/ trade houses to handle the expanded 
volume, also to build up an extra 
large inventory of textiles as a protec- 
tion against uncertain deliveries and 
price rises. 
; Unfavorable features of the situa- 
. [tion included weakened financial con- 
dition, slowing up of trade payments, 
and unsatisfactory accounting and 
cost systems which failed to produce 
exact financial information. 


Pee oa ae 


As in the previous case, it is nec- 
essary to develop the financial records 
and controls to keep pace with rising 

volume. A budget, accurate costs, 


production figures with itemized ac- 
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tual and estimated expenses, and 
analysis of important balance sheet 
accounts should be provided as the 
basis for control of operations by 
management and for intelligent deci- 
sions as to credit lines by credit men. 


How Much of an Asset Is 
Inventory? 
DEFENSE activity has indirectly 

affected a wholesaler of automo- 
bile accessories in the past year, 
causing a weakening of financial con- 


This action was 
forced by a 40% increase in sales 
and by uncertainty as to deliveries of 
equipment in the future. With the 
defense program taking a continually 


creased inventory. 


greater proportion of available 
metals, manufacturers of accessories 
urged good customers to stock up 
heavily in order to guard against fu- 
ture shortages and price increases. 

This company took advantage of 
its opportunity to obtain goods, and 
at the end of June its inventory 
amounted to over four times the fig- 
ure of the previous year. It requested 
increased credit lines from banks and 
trade houses when its financial con- 
dition had been weakened decidedly 
by expansion. 

The problem here is largely one of 
inventory. The credit man should as- 
sure himself as to the thoroughness of 
the latest audit and as to the actual 
existence and makeup of the inven- 
tory. He is interested in the method 
of inventory valuation, system of in- 
ventory control, and recent. trend of 
accessory prices. The present large 
stock can be justified if the supply on 
hand of the most important items is 
found to be in good proportion to 
sales in the past season, or in the ¢ase 
of fall or winter goods, with sales in 
the last half of 1940. 








dition. (See statement below.) 
Dec. 31,1939 Dec. 31,1940 
haw iexceaats $ 8,000 $ 9,000 
asuhinaen 22,000 29,000 
serena 49,000 104,000 
ian eacdinaes 79,000 142,000 
uewndind 4,000 18,000 
iiewatins 1,000 5,000 
ceeniaka 84,000 165,000 
ieee: ~ediated $15,000 
“bvebawan $ 7,000 5,000 
ere 13,000 71,000 
pea neteecs 20,000 91,000 
esa chia ah ake 43,000 43,000 
peenkwred 21,000 31,000 
riveenwes 84,000 165,000 
Assets 

PE iikee bcennebawenee whee wees 
Accounts Receivable ..........0.0:: 
SO SN ikiasneeenbuawdanaveear 


Total Assets 
Liabilities 
Notes Payable—Trade 
Loans Payable 
Accounts Payable 


Current Liabilities 
Net Worth 


In previous years operations were 
conservative and profitable. Out of 
regular earnings, a substantial portion 
remained in the business, providing 
further working capital as volume 
grew. The company discounted all 
bills for purchases of merchandise, 
and conducted its bank relations 
properly, borrowing for seasonal 


needs and paying off loans as agreed. 
Then early in 1941 the management 
decided to accumulate a greatly in- 
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June 30,1940 June 30,1941 


nik an wane $ 9,000 $ 2,000 
weeennnes 23,000 31,000 
caw kaeaah 14,000 64,000 
—badbawan 46,000 97,000 
icarunnes 4,000 6,000 
evkwenens 50,000 103,000 
iiesetay.,. deus $ 2,000 
ie whens 6,000 
caine ahs $17,000 52,000 
TTT 17,000 60,000 
Seaedawls 33,000 43,000 
(aaa es 50,000 103,000 


An unusual condition requires more 
than ordinary information. It is only 
when the matters of chief importance 
in the particular case have been in- 
vestigated and found to be proper 
under existing circumstances, that the 
credit man can safely decide to con- 
tinue credit accommodation. 

Present conditions have compli- 
cated the financial problems of a 
manufacturer of toilet articles and 
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America’s Position After the War 


America’s vast economic strength will be the ultimate factor 
in victory, but a quick decision must not be expected. Gangster 
control of world trade is the issue. Unless we are ready to bow 
to the economic shake-down policies of the Axis powers, we must 
overcome the initial setbacks and persevere until we emerge vic- 
torious over these international racketeers. 

The nations of the world have now forsaken the economic 
weapons with which they attempted to gain dominance. These 
weapons included tariffs and quotas, restrictions and depreciation. 
Merely listing them points the moral. The economic world in the 
post-war era must be based on economic as well as political se- 
curity, with the interdependence of all nations clearly recognized 
in the development of international trade policies. 

If the nations of the world need one country to provide leader- 
ship, the United States is the logical one, for it is industrially ad- 
vanced, financially powerful, centrally located, and possessed of 
the greatest natural resources. Victory in this war will bring to 
the United States world trade dominance and the responsibilities 


that go with such leadership.—Henry H. Heimann in an address 
in New York in December. 


novelties. A number of unfavorable 
features stand out on its latest balance 
sheet. 





Assets June 30, 1941 
SS bl cas saeeaen $ 7,000 
Accounts Receivable 64,000 
Inventory ........0+ ++ 97 ,000 

Current Assets ....... 168,000 
Fixed Assets—Net ..... 12,000 
Miscellaneous ......... 2,000 

TOM BeOS on. 0s ses 182,000 

Liabilities 
Loans Payable ........ $16,000 
Accounts Payable ..... 90,000 
Accrued Expenses ..... 6,000 

Current Liabilities 112,000 

Net Worth 
Common Stock ........ 47 000 
SE <.ncbepisvuc v0¥ 23,000 

NN A ae a ag 182,000 


This company’s management is ag- 
gressive. Its products are attractive 
and are offered at moderate prices. 
Its sales have grown steadily in re- 
cent years, but financial condition is 
weak, due to the withdrawal in offi- 
cers’ salaries of practically all profits 
earned. The lack of a sound, long 
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term financial policy is now evident in 
a shortage of working capital. Pay- 
ments run a little slow with most 
trade houses, and date back over six 
months with two large creditors. 

A substantial inventory is neces- 
sary for several reasons which include 
a thirty per cent increase in sales this 
year, the difficulty of obtaining raw 
materials such as textiles and metals, 
and future sales commitments. A 
number of articles have been “listed” 
with chain stores under an agreement 
which calls for their delivery during 
the balance of the year at prices 
quoted. Sales to chain stores amount 
to about one-third of total volume. 

With financial condition unbal- 
anced as a result of large inventory 
and heavy debt, the company needs 
increased credit lines from its bank 
and the two largest trade creditors. 
Approval would be difficult if the de- 
cision were to be based on balance 
sheet condition, since it is unfavor- 
able. 

Detailed balance sheet and _ profit 
and loss statements should be ob- 
tained to disclose the present situation 
clearly and throw light on future op- 
erations. There should be an analysis 
of inventory, comparing stock on 


hand with sales in the past season for 
the important items. Due to the im- 
portance of style in this line of busi- 
ness, consideration should be given to 
goods which are out of date or obso- 
lete because of style changes. 

Operating statement is of increas- 
ing importance as balance sheet con- 
dition becomes less favorable. It 
should be presented in sufficient de- 
tail to disclose operating results ac- 
curately. 

It is likely that full information 
about this company will disclose a 
changed but safe condition of affairs 
after consideration has been given to 
the type of business it transacts and 
to the situation in material markets. 


Double Scrutiny Needed 


I WISH to emphasize that today, 

the credit executive is justified in 
doubly scrutinizing financial state- 
ments of companies that have mush- 
roomed through defense activities. 
The cases mentioned are examples of 
financial statements which are inade- 
quate to meet present needs. They 
are typical of countless companies 
which have outgrown their ordinary 
accounting and cost systems. Some- 
times these companies are aware of 
their own needs for more information, 
and are making the needed changes. 
Often the management does not real- 
ize this necessity. The credit execu- 
tive is the logical man to instigate the 
needed changes. 

Ordinarily great detail is not ex- 
pected by the credit man in an ac- 
countant’s report since current cred- 
itors can usually be paid off with 
available cash and the liquidation of 
receivables. Now, when working 
capital is far below the proper amount 
or even a deficit figure, creditors must 
look to future operations for payment 
of amounts due them. 

In such situations the credit man 
must have confidence in the account- 
ing and cost systems in force, he 
needs full information about balance 
sheet accounts, but also he requires 
detailed operating figures to serve as 
a basis for forecasting future profit- 
able operations. The more extreme 
the situation, the more complete 
should be the information furnished. 

Companies engaged in defense 
work are transacting a continually 
larger share of the total production 
of the country. They represent an 
increasingly important field for the 
credit man, and call for his best 
analysis and judgment. 
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Commercial Credit Analysis—IX 


Appraising the iil i ‘nish Liquidity of a ee ere 


If retailers and wholesalers are 
to continue in operation as going 
concerns, they must maintain 
stocks of merchandise on hand 
sufficient to meet the reasonable im- 
mediate demands of their trade. If 
manufacturers are to continue to 
function as producing units, they also 
must ordinarily carry supplies of 
finished merchandise for immediate 
delivery and, in addition, they must 
have stocks of raw materials available 
for the continuing replenishment of 
the manufacturing process. These 
necessary investments in inventories, 
as we have seen, run in substantial 
proportions to the current and total 
assets of the average business enter- 
prise. The evaluation of their sound- 
ness and liquidity is one of the most 
difficult problems with which the an- 
alyst is faced. 

Merchandise for sale or materials 
for conversion and sale cannot be 
given the same definite dollar value 
in the balance sheet that can be as- 
signed to accounts and notes receiv- 
able. The dollar amount of receiv- 
ables is definitely fixed. Regardless 
of future fluctuations in markets or 
business activity the same dollar 
amount remains unvaried and the 
debtors can always be _ proceeded 
against for a positive total of mone- 
tary claims. Inventories, on the 
other hand, do not represent definite 
claims to dollars. They first must 
pass through a hazardous sales pro- 
cess before they become fixed in abso- 
lute monetary quantity. Thus the 
value of inventories is susceptible to 
changing price levels, fluctuations in 
business activity, variations in con- 
sumer demand, obsolescence, depre- 
ciation, supersession, and all of the 
other unpredictable factors that enter 
into the determination of marketing 
conditions. 

If inventory quantities are exces- 
sive in relation to a level of minimum 
efficiency, marketing hazards are un- 
necessarily increased and operating 
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costs are burdened unduly. If in- 
ventory valuations are excessive in 
relation to realizable cost, the asset 
protection of debt is misleadingly 
shown and net worth and operating 
results are overstated to an unwar- 
ranted extent. How are we to de- 
termine if inventory quantities are 
excessive with the resultant unfavor- 
able implications? How are we to 
ascertain the propriety of the valua- 
tions used? How do we go about 
appraising the soundness and liquid- 
ity of the inventory asset? 


Basic Considerations 


N viewing inventories in the bal- 

ance sheet it is important to re- 
member that the total shown is the 
result of somebody’s enumeration of 
quantity and estimation of value. It 
is fundamental, then, to an appraisal 
of the soundness of the total to es- 
tablish the integrity of the quantities 
and the validity of the principles used 
in the evaluation process. Since there 
is a wide latitude of judgment that 
may be legitimately employed, an ab- 
normally high degree of confidence is 
required in the management of a busi- 
ness if its inventory estimates are to 
be accepted without the benefit of a 
disinterested verification. When au- 
dited statements are involved, the 
extent to which the accountants 
checked inventory quantities, pric- 
ings, and salability, should be consid- 
ered a matter of primary and signifi- 
cant interest. 

The inventories of a retailer or a 
wholesaler usually consist entirely of 
merchandise in finished form on hand 
for immediate sale and therefore we 
may deal with the whole as a homo- 
geneous unit. 

Manufacturers, however, will usu- 
ally not only have finished products 
on hand for immediate sale but will 


also have raw materials, packing sup- 
plies, and other accumulations of in- 
ventory costs, all moving toward a 
finished combination in salable form 
and ultimate conversion into cash. 
Thus for increased analytical signifi- 
cance, it is essential that the inven- 
tories of manufacturers be broken 
down in order that individual consid- 
eration may be given to each of the 
following classifications: 

1. Finished goods 

2. Goods in process 

3. Raw materials 

4. Supplies 


Finished Goods 
WE have previously defined cur- 


rent assets as those assets 
which will ordinarily be converted 
into cash in the normal course of op- 
erations within a twelve-month period. 
If merchandise inventories in all 
types of business enterprise are to 
qualify as an element of the current 
asset total in the balance sheet they 
must therefore consist only of goods 
fit for sale and intended for sale as a 
part of the regular operations of the 
business during the succeeding twelve 
months. Unsalable merchandise, 
merchandise held for display and ad- 
vertising purposes, and all types of 
products which will not ordinarily be 
sold in the normal course of opera- 
tions, even if of a salable nature, 
should be excluded from the analyst’s 
consideration of the current asset 
total. From the standpoint of a go- 
ing concern, no funds will be forth- 
coming from assets of this nature to 
meet the maturing business obliga- 
tions of the next twelve months. 
By the same token, no goods in 
process should be included as an ele- 
ment of current inventories in the bal- 
ance sheet of a manufacturer unless 
they represent materials and other ac- 
cumulated costs in process of conver- 
sion to finished products which will 
be salable and intended for sale in the 
established course of business within 
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a twelve-month period. Products 
that are being manufactured for use 
and not for immediate sale are not 
properly a part of the inventory total 
with which we are concerned. 

The criterion of distinction extends 
all the way back to the raw materials 
which are held awaiting absorption in 
the manufacturing process. If there 
are any materials on hand which are 
not of a nature to be absorbed in the 
normal manufacture of merchantable 
products, they should be set apart 
from the regular inventory asset. 


Supplies as Assets 


HEN the analyst permits a sum 
of supplies to remain a part of 
the inventory total in the current as- 
set section, he should first definitely 
ascertain whether the items are such 
as eventually to become a part of cur- 
rent finished products. It would seem 
that packing supplies, such as bot- 
tles, caps, labels, original containers, 
etc., might properly be considered a 
part of current inventories since they 
are necessary to the completed form 
of the manufactured products. We 
feel that factory supplies, however, 
which may consist of brooms, waste, 
oil, etc., should unquestionably be re- 
moved from the current inventory 
total, whenever they are found to be 
a part thereof, and relegated to a de- 
ferred charge classification. They 
represent prepaid manufacturing ex- 
penses and are no more entitled to a 
current inventory classification than 
prepaid plant insurance or other pre- 
paid manufacturing costs. 

It is even more obvious that sales- 
room and office supplies have no place 
among current inventories. If they 
should happen to be found as part of 
the total, there should be no hesita- 
tion whatever in dropping them to 
the deferred charge section. 


Supplies in the Inventory 


INCE there is no absolute uniform- 

ity in accounting terminology as 
applied to inventories of supplies, it 
is more important that a principle of 
classification be established and un- 
derstood than to give consideration to 
specific account headings. We sub- 
mit as a principle for analytical class- 
ification that no supplies be permit- 
ted to remain a part of the current 
inventory total unless they are essen- 


Credit and Financial Management . 


tial to the completed form of the man- 
ufactured product. 

Thoughtful business men have long 
recognized that there are certain ele- 
ments of fixidity in the inventory 
asset from the standpoint of a going 
concern. In the words of Albion R. 
Davis, Comptroller, American Hide 
and Leather Company, “A large part 
of inventories in a going concern is 
just as much a fixed asset as build- 
ings and equipment. A mill must 
be kept threaded, a pipe line must 
be kept full, or there is no business. 
Even the storekeeper must keep his 
shelves adequately stocked or few 
people will trade with him.” 





The right inventory balances with 
conditions. 


The reference to a pipe line as an 
illustration seems particularly apt. 
We can get a vivid impression of the 
necessity for a fixed element in the 
inventories of all manufacturing con- 
cerns by thinking of the manufactur- 
ing process as a hollow tube (vary- 
ing in length with the nature of the 
process) through which raw materials 
must be forced to produce finished 
goods. The tube must be filled before 
we can force out finished goods. More 
raw materials must be put into one 
end before more finished goods can 
be forced out of the other. The tube 
must remain filled at all times with 
its contents corresponding to the con- 
tinuing “in process” flow of materials 
through manufacturing plants. If 
operations are stopped, the materials 
in the tube or in process in plants has 
little or no value, since it remains 
unavailable, and special pressure must 
be applied in the way of additional 
funds to force it on through to fin- 
ished realizable form. 

Not only does a portion of manu- 
facturing inventories continue defi- 
nitely fixed in process in this way, but 
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it is also necessary to carry a mini- 
mum basic supply of materials and, 
usually, a minimum basic supply of 
the finished product. Similarly, in re- 
tail and wholesale organizations there 
are certain essential inventory quan- 
tities necessary the year-around if op- 
erations are to continue on a going- 
concern basis. 

To the bank credit man, this con- 
ception of a fixed element in inven- 
tories means that when he is called 
on to finance these basic and perma- 
nently-necessary inventory supplies, 
he is lending in a sense against fixed 
assets. It is essential to intelligent 
loan policies that due recognition be 
accorded this fact. 

Incidentally, we shall discuss in a 
subsequent chapter one or two meth- 
ods of inventory valuation which are 
founded on an acknowledgment of the 
necessity for minimum or basic in- 
ventories, 

Having behind us a few of the in- 
troductory principles involved in the 
analysis of inventories, we can now 
concern ourselves with the somewhat 
more intricate aspects of the analyt- 
ical procedures directed to the evalua- 
tion of this asset. 


Relation of Inventories to Sales 


HE receivables shown in the bal- 

ance sheet at the close of a period 
are the result of the sales of the 
period and therefore there is a direct 
lineal relationship between the two. 
Inventories, on the other hand, do not 
stem from past sales but are more 
directly related to the anticipated 
sales of the future. Since the vol- 
ume of past sales, however, is one of 
the best guides we have as to what 
we may expect in the way of future 
sales activity, it is significant to re- 
late the inventories at the close of a 
period to the sales for the period then 
ended. 

This relationship is customarily ex- 
pressed as the ratio of sales to mer- 
chandise. When the ratio is high in 
comparison with past periods or in 
comparison with that shown by the 
average enterprise in the same line 
of business, it is usually interpreted 
favorably as an evidence of inventory 
quality and of the ability of the man- 
agement to move its merchandise 
quickly and to the best advantage. 
Conversely, when the ratio is low, the 
inclusion of slow-moving merchan- 
dise of questionable value is suspected 
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and a question is raised as to the 
efficiency and merchandising ability 
of the management, 

In using the ratio, however, the 
analyst should be fully aware of the 
varying nature of the factors he is 
viewing together. Inventories, as we 
shall see later, are customarily valued 
at cost (or at the lower of cost or 
market), while the sales figure repre- 
sents the aggregate value of merchan- 
dise sold during the period at selling 
prices which, of course, includes a 
mark-up over cost. Therefore, varia- 
tions in the amount of the profit 
mark-up in sales from one period to 
another or between business units 
will cause misleading and unwarrant- 
ed variations in the ratio of sales to 
merchandise. ' 

At best, then, the ratio is merely 
an index figure with no meaning in 
itself and even as an index it lacks 
dependability because the factors in- 
volved are not valued in a comparable 
manner. It is a makeshift relation- 
ship, evolving from convenience ra- 
ther than logic, and its use cannot 
be defended except when the informa- 
tion necessary to the computation 
and comparison of more significant 
relationships is lacking. 


Relation of Inventories to Cost 
of Sales 


INCE the cost of sales for a period 
is available from the profit and 
loss statement, there is no reason 
why the analyst should not relate in- 
ventories to a factor which is based 
on a comparable conception of value. 
The ratio of inventories to cost of 
sales or of cost of sales to inventories, 
whichever is preferred, is not only 
more reliable as an index of the rela- 
tive heaviness of inventories—since it 
eliminates the extraneous influence of 
varying margins of profit—but it can 
also be given real meaning in itself 
by conversion into terms of days or 
months. 

Inasmuch as the ratio of inventories 
to cost of sales is more directly 
adapted to interpretation in days or 
months, we prefer to state the rela- 
tionship in this way rather than the 
other way around. Thus if inven- 
tories of $40,000 were shown in the 
balance sheet at the close of 1939, 
and if the profit and loss statement 
indicated that the cost of sales for 
the year was $400,000, the ratio of 
inventories to cost of sales would be 
computed by dividing $40,000 by 
$400,000 to arrive at a relationship 
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The problem of inventory as an asset 


is, today, of paramount importance to 


Credit Executives. 


Mr. Gee's com prte- 


hensive consideration of this topic 


forms a valuable addition to the credit 


man’s reference file. 


of 10% or an index proportion of 10. 
Since the inventories at the close of 
1939 represented 10% of the cost of 
goods sold during the year, then in 
terms of days they represented 10% 
of 365 days or 36.5 days, or in terms 
of months, 10% of 12 months or 1.2 
months. Thus in addition to provid- 
ing a dependable proportion for com- 
parative purposes, the relationship we 
have established assumes a signifi- 
cance of its own since we can say that 
on the basis of the cost of sales for 
the year 1939, the inventories on hand 
at the close of that period were suffi- 
cient to supply future sales for ap- 
proximately 37 days. 


Danger Points to Watch 


F the relationship is unusually 

-heavy in comparison with past pe- 
riods, with that shown by concerns 
in the same line, or with what all con- 
ditions would appear reasonably to 
suggest, the analyst has cause to in- 
vestigate the existence of excessive 
quantities, the possibility of improper 
valuations, or the inclusion of unat- 
tractive, slow-moving, or obsolete 
merchandise. If the relationship is 
abnormally low, consideration should 
be given to the possibility that ordi- 
nary purchase needs may have been 
designedly deferred just prior to the 
statement date for window-dressing 
purposes. 

Relating year-end inventories to 
the cost of sales for a period gives us 
some idea of the relative heaviness of 
the total which may be interpreted 
as a reflection on its quality and li- 
quidity. However, the inventory total 
shown at the close of business on the 
final day of a fiscal year need not 
necessarily be characteristic of that 
maintained throughout the remaining 
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364 days of the period. If we want 
a more reliable index of the merchan- 
dising ability of a business from 
period to period or in relation to 
comparable units, we must use an 
average of inventories throughout 
the year. 


The Turnover of Inventories 


THE relationship of the cost of 

sales to the average inventories 
of a period is commonly called the 
“turnover of inventories.” It is in- 
dicative of the number of times that 
average inventories were “turned” or 
converted into cash or receivables 
during the year. Hence it reflects on 
the quality of inventories throughout 
the course of the year and on the pur- 
chasing and merchandising efficiency 
of business management. 

In the computation of average in- 
ventories, the use of daily or weekly 
totals would perhaps provide a more 
denotative figure but as a matter of 
practice an average of month-end in- 
ventories affords sufficiently reason- 
able accuracy. As we have previous- 
ly suggested, an audit report submit- 
ted for credit purposes should contain 
a statistical summary including 
month-end totals of the inventory 
asset. With opening and closing in- 
ventories, there are thus provided 
thirteen figures upon which to base 
an average of inventories for the 
year. 

In manufacturing concerns, raw 
materials and goods in process should 
be included along with finished prod- 
ucts in the computation of average 
inventories. However, as we shall 
see later, further light can be shed 
on manufacturing inventories by de- 
termining an individual turnover for 
each classification of the total. 
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Naturally the rate of turnover that 
is attained by a business will vary 
considerably according to the type of 
trade or industry. Retailers of per- 
ishable meats and food products, for 
instance, will have an abnormally 
high turnover of merchandise while 
at the other end of the extreme will 
be retailers of jewelry and furniture, 
perhaps, and manufacturers of heavy 
and costly products. Comparisons 
between business units should there- 
confined to those that are 
strictly comparable from the stand- 
point of function, product, size, terri- 
tory, and general operating condi- 
tions. 


fore be 


Effect of Changing Price Levels 


HANGING price levels from 

period to period may cause varia- 
tions in the dollar turnover of inven- 
tories which are not based entirely 
on corresponding variations in the 
actual physical flow of merchandise 
through the business. Hence the dol- 
lar turnover cannot always be relied 
upon as a dependable indicant of the 
relative movement of physical quan- 
tities. This is particularly true of the 
sales to merchandise ratio since it is 
conceivable that if selling prices 
moved up continuously throughout an 
operating period, the average selling 
price per unit for the year might ac- 
tually be lower than the average cost 
value per unit placed on the inven- 
tories at the close of the period. 

Where it is practicable to do so, 
the turnover of inventories should be 
computed on the basis of actual phys- 
ical quantities. Tonnage sales or unit 
sales should be divided by average 
annual inventories in tons or units to 
determine an accurate physical turn- 
over. Similarly, the ratio of year-end 
inventories to the cost of sales can 
be more informatively expressed as 
the ratio of inventories in physical 
units to the number of physical units 
sold throughout the year. The effect 
ol varying unit prices from one period 
to another is thus eliminated and 
there is made available a more reli- 
able index of the relative heaviness 
of inventory quantities. 

The availability of unit quantities 
also enables significant comparisons 
to be made between unit pricings at 
each statement date. By dividing the 
total dollar value of the inventories 
by the total units represented, an 
average per unit valuation can be ob- 
tained for the asset. Viewing this 
average from period to period in the 
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light of general business conditions 
and of the marketing outlook in the 
specific industry, in particular, and in 
comparison with average unit selling 
prices of past periods, the analyst 1s 
able to gain an unusual insight into 
the relative conservativeness of in- 
ventory valuations. Of course, the 
significance of the average is weak- 
ened by quality variations in unit 
pricings. Preferably, the figures should 
be so broken down that an average 
unit price could be obtained for each 
class of product in the inventory total. 
Then comparisons of the average 
would truly have meaning. 


Adjusting for Price Variations 


F physical quantities are impractic- 

able of obtainment, it may be pos- 
sible in some instances to obviate a 
part of the price weakness in the dol- 
lar turnover of inventories or in the 
ratio of receivables to sales by ad- 
justing the factors in the computa- 
tion of these relationships to allow 
for price changes as revealed by sta- 
tistical indexes. An expedient of this 
kind is utterly inapplicable unless the 
price movements of the product or 
products concerned are explicitly 
available from reliable commodity in- 
dexes. At best, it is arbitrary and 
open to inaccuracies although in ex- 
ceptional instances it may be useful 
in mitigating to some extent the mis- 
leading effect of changing price levels 
on the relationship of dollar inven- 
tories to dollar volume factors, par- 
ticularly where price movements are 
unusually severe. 

The inventories of a manufacturer 
can be appraised more fully if the 
turnover of each element of the total 
is computed individually. 

The turnover of finished goods 
alone should be computed by dividing 
the cost of sales for the year by aver- 
age month-end inventories of finished 
goods. The ratio of year-end inven- 
tories of finished goods to the cost of 
sales in terms of days indicates the 
extent to which the finished goods on 
hand at the close of the year will 
supply the sales of the succeeding 
period. 

In viewing the relative size of work 
in process inventories, it would seem 
reasonable to assume for convenience 
that these goods on the average are 
half completed. Therefore, if we 
double the year-end total and relate 
this to the cost of sales for the year 
in terms of days, some idea can be 
gained of the relative heaviness of 


the inventories in process by consid- 
ering the extent to which they will 
supply future sales when completed. 
Again, it may be assumed that inas- 
much as goods in process are consid- 
ered to be half completed, it will re- 
quire just half as long to convert 
them into finished’ goods as it re- 
quires for the conversion of raw ma- 
terials to a finished state. 


How Much Is on Hand? 

HE turnover of raw materials 

alone should be computed by di- 
viding the total cost of materials used 
in production for the period (as 
shown by the manufacturing  state- 
ment or profit and loss statement) by 
the average month-end inventories of 
raw materials. The ratio of year-end 
inventories of raw materials to the 
cost of raw materials used for the 
year in terms of days indicates the 
extent to which the raw materials on 
hand at the close of the year will sup- 
ply the manufacturing needs of the 
succeeding period. If this relation- 
ship seems unwarrantedly heavy, it 
may suggest that the business is tak- 
ing a speculative position in materials 
with all the hazards that this implies, 
or that a state of unbalance exists. If 
it seems unwarrantedly low, it may 
suggest that the continuity of normal 
manufacturing operations is threat- 
ened or that efforts have been made 
at window-dressing. 

The turnover of supplies alone 
should be computed by dividing the 
total cost of the supplies used in pro- 
duction for the year (as shown by 
the manufacturing statement or profit 
and loss statement) by the average 
month-end inventories of supplies. 
The ratio of year-end inventories of 
supplies to the cost of supplies used 
for the year in terms of days indi- 
cates the extent to which the sup- 
plies on hand at the close of the year 
will supply the manufacturing needs 
of the succeeding period. An unrea- 
sonably high or an unreasonably low 
relationship warrants an investiga- 
tion of the state of balance within the 
asset or a review and discussion of 
purchasing policies. 

Balanced Inventories 
HERE are several types of balance 
that are desirable in the inven- 


tories of manufacturing concerns. 
First, raw materials should not be 


(Continued on page 47) 
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Credit Department Cooperation 


“Wholesaler aphows how Jeam—work Eoosts tives Profits 


A fair approach to the under- 
standing of my subject requires 
lu close attention to the study of the 
fundamentals of business, as a 
whole, and their relationship to busi- 
ness as the means to an end and not 
the end itself. A credit department 
of and within itself is impotent, but 
credit management working through 
the other departments of business, en- 
larges and improves the result of the 
business transaction touched by such 
management. 

We must presume the thing in 
which we are all interested is the suc- 
cess of our business. Too many times 
we become fixed in our ideas as to 
what is good credit practice. It is 
not good simply because it appeals 
to our sense of judgment; or it 
matches with our past particular ex- 
perience, or because it happens to fit 
our particular caprice. That is not 
the test of whether that practice is a 
success. Any service a credit depart- 
ment may render, if it is in the end 
successful in securing a more profit- 
able business, is of and within itself 
a success even though it may violate 
some of our fixed ideas of manage- 
ment. 


Increased Human Wants 


Therefore, to begin this study, I 
am asking that you begin with cer- 
tain basic understandings of business. 
If we confine ourselves purely to an 
academic definition of business, it is 
generally acceptable as ‘Business is 
any lawful way of earning a living.” 
sut for more practical purposes this 
definition fails to give us sufficient 
foundation on which to build our 
study. I like to think of business as 
“the satisfying of human wants.” 
When we begin to study the scope of 
business and the relationship of credit 
management to business in the light 
of satisfying human wants, we begin 
to see many opportunities for the en- 
largement of our sphere, as business 
executives dealing with credit man- 
agement. 
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HE difference between the low 
order of civilization and our pres- 
ent highly complex civilization lies 
largely in the difference between their 
respective human wants. We see, at 
once, that human wants are flexible. 
These wants are capable of enlarge- 
ment and refinement. It means an 
education of the public to use of new 
and better ways and means of life. 
It means advertising and selling im- 
proved goods. It means a whole new 
field of economy. It means an en- 
larged credit economy. As credit 
people, we take a new viewpoint. 
When we do this, we immediately 
enlarge the horizon of our own busi- 
ness opportunities. Doing this brings 
us head on into consideration of the 
three general phases of all business. 
Irrespective of the nature of the in- 
dividual business in which may be 
found, whether it be the selling of 
merchandise, the manufacturing of 
goods, or the rendering of services, 
this business is divided into produc- 
tion, distribution and consumption. 
In the strictest sense, credit manage- 
ment is a part or sub-division of the 
general subject of consumption. In 
reality, however, we are the cohesive 
element that runs through all these 
three parts of business. 

For instance, the question of pro- 
duction involves extensive credit 
practices. In the food industry, if it 
were not for credit in the giving of 
contracts and orders, the processors 
and manufactuters could not secure 
the production of raw material nor 
the building and equipment of plants 
for the handling of this raw mate- 
rial. So, we would have very little 
for distribution. It is only when we 
apply the function of credit to pro- 
duction that we in the food industry 
begin to have our products for dis- 
tribution. In turn, credit becomes 
the essential part of distributing. 


Without credit, we could have only a 


system of barter. Distributing de- 
pends upon the ability of the con- 
sumer to finance his wants, and fi- 
nance goes nowhere without credit, 
and certainly without credit, there 
would not be the complexed system 
of consumption that we now have. 
Whereas, credit is classed generally 
by economists in the matter of con- 
sumption, it seems more practical to 
consider credit as the centripetal 
force which holds all three of these 
together in the mad whirl of business. 


The Function of Salesmanship 


ALESMANSHIP deals with the 

ability to induce prospective cus- 
tomers to buy. It is the art of excit- 
ing the imagination and the desire, 
‘or the want,’ if you please of the in- 
dividual to the point that he will act 
upon our sales offer and buy. The 
sale is the contract. We deliver our 
goods for a price. Price is the deter- 
mination of value. Again, our friend, 
the economist, would say, the value 
or the price tag has resolved itself 
into consideration of four things; the 
right thing; in the right place; at the 
right time; for the right use. There- 
fore, in the approach of assistance by 
credit management to sales, you will 
note that credit is related to all four 
of the elements which fix value. All 
four of these elements operate di- 
rectly to our credit work. Therefore, 
credit management must work hand 
in glove with salesmanship. It is not 
a substitute for salesmanship. It must 
be and is so closely allied to sales- 
manship as to be inseparable. Much 
of the trouble that exists, at times, be- 
tween sales and credits, lies in the 
fact that too often one or the other at- 
tempts to usurp the position of the 
other and both are thereby weakened. 
It is, therefore, the development of a 
plan for pulling as a team that we 
move into the field of suggestions for 
specific cooperation of one to the 
other. 

Anything that helps create human 
wants, such as, advertising, styling, 
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or inherent quality in the thing which 
we sell inures to the benefit of the 
party making the sale. At the same 
time, it relates itself directly to the 
credit function. We may have a 
product designed perfectly for the 
customer’s needs; it may have all of 
the requisites of style, all of the 
requisites of utility and desirability, 
and there might be a great number of 
customers who actually have a keen 
desire for ownership, but, if for some 
reason, we put the price so far beyond 
their ability to use it, they will rarely 
come into ownership. This is where 
credit management begins to function. 
It is our job to so study merchandis- 
ing with the other departments of 
business that we may begin with the 
design of the product itself; its pack- 
aging; its styling, the determination 
of its ultimate cost and the amount of 
credit necessary to safely market that 
piece of goods. Then it is our job to 
see that the financing necessary for 
consuming of the goods can be had 
through safe credit operation. 


Both a Science and an Art 


FPOO many times credit executives 

look upon credit management as 
a science and completely or partially 
forget the fact that while credit man- 
agement is a science, it also, at the 
same time, is a highly developed art. 
Science is any orderly compilation of 
facts from which general principles 
may be deduced. Certainly, we credit 
managers must compile careful and 
accurate facts and must determine 
from these facts our credit policies. 
On the other hand, that is not 
enough. The art of any operation is 
the use of a special skill and a special 
technique in the performance of the 
credit function. It is in the execution 
of credit management, as an art, that 
we become extremely useful and an 
asset to the sales department of our 
business. In turn, disregarding the 
art, we become a detriment to the 
whole of our business. 

We, as credit executives, should 
never lose sight of the fact that the 
thing that is uppermost in every cus- 
tomer’s mind, next to the value of 
the goods itself, is the question of 
how he will be able to finance the 
ownership of that item. How will the 
credit department handle him. It is 
a common fault of both the sales de- 
partment and the credit department, 
to consider the day’s work as a per- 
functory matter. We deal with many 
customers through the day, until it 
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becomes a routine, void of individual 
consideration. It is well for us to re- 
member that many times when a cus- 
tomer approaches us for discussion 
concerning his buying and his credit 
problems, it is an event to him. He 
may not discuss those matters more 
than once or twice a year, if that 
often, with some skilled business 
executive. On the other hand, you 
may have discussed on the same day 
the same general problems with many 
different people. What has become to 
you a routine matter, in the mind of 
the customer, it is unique and person- 
ally very important. Therefore, it is 
a serious danger for us to drop into 
the habit of perfunctory treatment of 
these customers. The customer feels 
that his problems are extremely im- 
portant. He likes to feel that you are 
giving special attention to his special 
problems, and having such a feeling, 
he, in turn, reacts much more favor- 
ably and much more liberally toward 
your company’s efforts to sell him. 
The relationship between the credit 
department and the customer should 
be comparable to that of a good shoe. 
It is a matter of close contact, and at 
the same time, continuing its relation- 
ship primarily as the basis of comfort 
and good service. A customer wants 
to feel comfortable about his account 
with his supply house. If he does not 
feel comfortable about it, only a short 
time passes before he will sever his 
relationship with that house irrespec- 
tive of how well the salesman may at- 
tempt to hold onto that account. 


Three Parts to Every Sale 


E, AS credit executives, should 

remember that we must ap- 
proach the question of selling and, 
therefore, the question of credit quite 
like the salesman himself. Roughly 
speaking, every sale must be consid- 
ered from three positions. First, we 
must consider the sale from the view- 
point of “The transaction before the 
sale is made.’ Second, we must con- 
sider the transaction as of ‘the actual 
consummation of the sale,’ and lastly, 
we must consider the transaction after 
the conclusion of the sale. Disregard 
of any one of these three parts, and 
you completely wreck the selling by 
your firm to desirable customers. In 
considering ‘The sale before the trans- 
action,’ it must be borne in mind that 
this starts with the actual planning 
of the creation of the merchandise. 
The creation of the items that we are 
to sell; time and method of consump- 
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tion ; the special advertising that may 
have gone into creating consumer- 
demand, and many other such influ- 
ences that will cause the consumer to 
want that particular thing prepares 
the sale. The credit manager who 
fails to inform himself as to his em- 
ployer’s general policies of merchan- 
dising and to keep himself informed 
as to advertising campaigns and sea- 
sonal sales efforts cannot give his best 
cooperation to selling. Therefore, he 
fails not only to give his employer his 
best in supporting the sales depart- 
ment, but fails in the actual function 
of passing on the credit himself. 

It is natural and correct that the 
sales manager should look to the es- 
tablishment of the satisfactory ac- 
counts and the acceleration of con- 
sumption. At the same time, it is the 
rightful function of the credit depart- 
ment, in coordination with the sales 
department, to seek out in advance of 
the sales campaign, through proper 
surveys, prospective customers who 
will be satisfactory accounts when 
they are once sold. 

It is a common weakness of all 
salesmen to undertake to force mer- 
chandise onto some weak customer 
who should have only a nominal 
amount of merchandise. This weak 
customer, being unable to resist some 
of the high pressure methods, is over 
sold and becomes a credit problem. 
At the same time, there are customers 
who may be able to buy very substan- 
tial amounts of merchandise and who 
can make, by means of prompt pay- 
ment and proper distribution, a most 
satisfactory account, but who because 
of his strength of sales resistance is 
undersold by the individual salesman. 
A survey of potential possibilities 
through the credit department placed 
in the hands of sales department gives 
the sales manager a powerful weapon 
in planning his sales campaigns in 
that he is able to insist that the mer- 
chants, most capable of giving him 
the proper distribution and the fullest 
possible consumption of his products, 
are sold up to their potentiality. At 
the same time, the sales manager is 
able to direct the efforts of his sales- 
men away from his calls on the 
weaker group. 


Dangers in Overselling 
BEVERY credit manager knows the 

danger of overselling an account. 
Honest cooperation with the sales de- 
partment will eliminate that danger. 
At the same time, the invitation by 
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the credit department to a strong 
customer to increase his line of pur- 
chasing may double or treble the 
amount of sales to that dealer. There- 
fore, both the sales manager and the 


credit manager are benefited by mu- 


tual cooperation. At the time of the 
conclusion of the sale, it must be un- 
derstood that while the customer may 
not be saying anything, he has his eye 
constantly on the question of his abil- 
ity to pay and the treatment which he 
will receive from the house in the 
handling of the bill after he has re- 
ceived the merchandise. 

It is possible to have a customer 
who is thoroughly satisfied with the 
merchandise and is friendly toward 
the salesman; but if he is improperly 
handled by the routine handling of 
his account by the credit department, 
he will turn his business to a more 
friendly house and probably a less ac- 
ceptable salesman. Therefore, one of 
the things which every credit depart- 
ment can do to cooperate with and to 
enlarge the sales and to insure the in- 
creased sales of his respective firm is 
to seek through correct and kindly 
service of his department, as pertains 
to the rendering of statements, the 
correctness of the accounts, the han- 
dling of the account in such a way as 
to bring the customer closer to the 
house. I am personally of the opinion 
that this is largely a matter of attitude 
on the part of the particular credit 
manager. I think if every credit 
manager approached hjs credit prob- 
lems with the idea and the attitude of 
seeing how much he can safely ship, 
in place of approaching it from a 
viewpoint of constriction, he would be 
delightfully surprised as to how many 
times he is able to get merchandise 
delivered, and at the same time, keep 
his credit losses within safe limits. 
We must remember that every time 
we are able to ship merchandise we 
increase the volume of sales which 
enlarges the amount of our reserves 
against credit losses. 

Giving consideration to the last 
phase of selling; that is, of ‘The con- 
sideration of the sale after the conclu- 
sion of the sale,’ we find here the rich- 
est field of opportunity for a credit 
manager with reasonable amount of 
imagination and with a sane desire to 
be courteous, friendly, and coopera- 
tive to the other departments of the 
business. It is fairly safe to say that 
the large part of the risk of credit is 
reduced to the irreducible minimum 
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when we are able to deal with suc- 
cessful customers. That is, if our cus- 
tomers can get the where-with-all to 
meet the payment of his bills, he is 
just as anxious to do so as we would 
be ourselves. Therefore, much of our 
time can be profitably spent in helping 
our customer be a successful retail 
merchant, so, that in being a success, 
he in turn becomes a successful and 
satisfactory account to us. 


Friendly Avenue of Approach 


HE first thing every credit man 
should and must do, in my opin- 
ion, is to establish, as nearly as pos- 
sible, a friendly avenue of approach 
to the customers, thereby, being able 
to study the result of progress of the 
merchant. Many retailers have not 
had the opportunity to study carefully 
the different parts of his business. He 
has so many different things to look 
after that he cannot be a specialist in 
merchandising, credit work, insurance 
problems and many other things that 
are extremely important to his suc- 
cess. A credit manager can well af- 
ford to give cooperative attention to 
these problems of his customers, ad- 
vising with him and educating him 
to the matter of proper practices. 
Furthermore, we find that the aver- 
age retail merchant is not so con- 
versant with proper standards of his 
business. He is not always sure as to 
what extent his rent, his labor ex- 
pense, or his advertising expenses are 
sound investments or a waste of 
money. The Credit manager must in- 
form himself as to these and be able 
to give such information to his cus- 
tomer. Many times the simple setting 
up of standards of business practice 
and of percentage relationship of and 
within itself, causes the customer to 
strive toward the realization of those 
better standards and to the establish- 
ment of more acceptable practices. 
\WVe, as skilled and experienced stu- 
dents of credits, often see trends on 
the part of our retail accounts which, 
if left alone, will in time consume that 
account. Therefore, within bounds of 
reason, it is a matter of benefit to 
the customer and to the sales depart- 
ment for us to study the financial 
statements of our respective cus- 
tomers, and to council the customer 
so that he may avoid failure. In the 
study of financial statements, one of 
the most important things to consider 
is the perpendicular relationships as 
well as the horizontal relationships. 
[ mean by that, that we should con- 
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sider the ratio of his stock of mer- 
chandise to his fixture investments, 
cash on hand, accounts receivable, and 
such other items. All these are on 
the asset side, but reveal startling in- 
formation as to the success or failure 
of the retail merchant’s operation. 
Many times information revealed in 
these statements when brought to the 
attention of the retail merchant saves 
him from becoming bankrupt, and 
therefore preserves a profitable outlet 
for our own business. It is true that 
some times a customer may actually 
show a condition of technical insol- 
vency. With our help he may correct 
this situation and become again sol- 
vent, and in sound financial condition. 
However, you cannot shut your eyes 
to the fact that technical insolvency 
always precedes actual insolvency. 
Where such an unhealthy financial 
condition exists, as a manager of cred- 
it, we must begin to retrench in that 
account or to cause the account to cor- 
rect its condition. The correction of 
these conditions will take the credit 
man into the study of his customer’s 
business, such as, the ascertaining of 
his expense items, the relationship of 
profits to his sales, his advertising 
and his buying method. Such study 
will assist in the elimination of the 
cause of failure and make for suc- 
cessful business, and therefore, more 
successful sales. 


Effect of Economic Change 


T cannot be overlooked that, in 

times of change in general eco- 
nomic conditions, merchants often 
look for advice to the credit depart- 
ment and will reveal facts and infor- 
mation to the credit manager that 
they will hide from the sales repre- 
sentative. Encouragement of this con- 
stant interchange of advice and infor- 
mation between the customer and the 
credit department, helps the customer 
to preserve his capital, to increase 
his income, to be a better retail mer- 
chant, which is the foundation of suc- 
cessful wholesale distribution. Credit 
managers should be able to show the 
sales department which customers 
are successfully living from their 
‘arnings and not from the consump- 
tion of their capital. 

Many merchants overlook the fact 
that in times of advancing markets, 
their financial condition can become 
as dangerous and often as disastrous 
as is the case of declining markets. 
In the case of the present strength in 
the food market, (Cont. on p. 38) 
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Change as a Challenge in Credit 
Hmprovements Must be Based Upon ws license Knowledge 


There is nothing new, of course, 
about change. It has challenged 
every generation since the begin- 
ning of civilization. And though 
“the world moves on apace” and we 
shudder at the economic blight of 
some of our present thinking, we wel- 
come change because we know that 
truth is not contained in things that 
have gone by. Unless business and 
our economy are absolutely at a 
standstill, precedent is the one thing 
we should avoid. Lack of change 
causes individuals and institutions to 
harden, to crystallize, to become in- 
flexible. 

So we welcome change. Its only 
challenge is that individuals and in- 
stitutions must maintain an alert 
awareness to change and seek to 
adapt their creeds and philosophies 
and systems to it. 

We have seen great and material 
changes in business and _ business 
practices since the birthtime of credit 
management about fifty years ago 
when, significantly enough, the Na- 
tional and local Associations of 
Credit Men were first effectively or- 
ganized, 


End of Frontier Methods 


IFTY years ago business still 
lived under the influence of a 
frontier economy. Management at 
that time was concerned chiefly with 
dynamic problems of trade expansion, 
and a spirit of opportunism in busi- 
ness was strong. Prices, which in- 
creasingly prosperous communities 
were willing to pay, provided a large 
margin of profit and this made waste 
unimportant. Perfections in manage- 
ment methods designed to eliminate 
waste—waste which would mean the 
difference between success and failure 
today—could be ignored. Credit man- 
agement at that time was largely a 
matter of personal relationships; and 
credit losses which would be called 
excessive today were then considered 
“normal.” 
Time moved on and business lost 
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these characteristics. 

Growth of population and the pro- 
duction of new varieties of consumer 
goods greatly increased sales volume. 
This called for more production capa- 
city which in turn increased the prob- 
lems of production and supply. All of 
this created a need for greater invest- 
ments in fixed capital to carry larger 
inventories and larger receivables. 
This forced a new attitude on the 
part of management and new ap- 
proaches to management problems— 
that of predetermination of success, 
as nearly as this is possible, through 
a better understanding of the forces 
which condition business and through 
planning and control of operations in 
terms of these forces. 

Strangely enough, in view of what 
the literature of American manage- 
ment teaches us, some business men 
still carry on in a spirit of pioneer 
opportunism. They indulge in a lux- 
ury of risks which prudent manage- 
ment avoids. Some still refuse to 
learn what the past teaches us about 
improved management methods. But 
in the main these things have passed 
from the American business scene. 


New Economic Theories 


ROUGHLY fifty years ago educa- 

tion began to take new form. The 
science of economics came sweeping 
in as a college subject. It went from 
the B. A. curriculum to graduate 
study. In these earlier days, simple 
terms like “supply” and “demand” 
were in common use and evidently 
fairly well understood. Economists 
like Adam Smith and John Stuart 
Mill had some standing. 

But just as the pattern of business 
changed during the past fifty years, 
the pattern of our economy changed. 
With the world in social and political 
ferment in a post-war depression, 
world economy and our own economy 


became interlaced with old political 
philosophies clothed in ‘new words 
and all sorts of new economic 
theories. 

Simple terms like “supply” and 
“demand” apparently lost their mean- 
ing and their appeal and were re- 
placed with resonant-sounding terms 
like “over-saving” and “under-spend- 
ing,” “over-production” and “under- 
consumption,” “depressions” and “re- 
cessions.” More recently we find in 
testimony before the Temporary Na- 
tional Economic Committee esoteric 
terms like “curviliniar functions” and 
“price-quantity regressions.” These 
recent discoveries by our economic 
planners are more intellectually swank 
than simple terms like “supply” and 
“demand”; however, considerable 
fog still surrounds their meanings. 

Most of the economic theories we 
held fifty years ago are about as out 
of date as some of George Washing- 
ton’s rules of civility. Adam Smith 
contended that saving was the prime 
force of progress. John Stuart Mill 
thought the spendthrift was an enemy 
to society. But for several years 
prior to the present defense effort 
the idea was to “prime the pump” by 
spending. This idea reached over 
into the field of commercial credit, 
and some very keen students of our 
economy were convinced that a liberal 
credit policy afforded an avenue of 
lasting prosperity. 

Now we are in a defense emergency 
and emergency ideas are different. 
There are a host of ideas being put 
forth by various government officials 
to curb purchasing power instead of 
“priming the pump” ; to control credit 
and money supplies instead of en- 
couraging a liberal credit policy. 


Greater Probability of Failure 


BECAUSE of the greater number 

of forces which condition a busi- 
ness today there is now greater prob- 
ability of failure in a single business 
than in any period of the past fifty 
years, although the general level of 
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credit risk is less now than it was 
fifty years ago. Proof of greater prob- 
ability of failure is found in today’s 
increased number of business _haz- 


ards. In the fact that the curve of 
credit losses since the turn of the 
present century has not been as steep 
upward as compared with the volume 
of business, we find some proof of a 
lower general level of credit risk. 

This lower general level of credit 
risk today, contrasted with fifty years 
ago, means that credit executives 
working through Credit Associations 
as the physical center for their ef- 
forts, have improved over the years 
the quality of credit judgment to meet 
the increasing problems of business 
survival. 


Tomorrow’s Credit Manager 


HAT of the next fifty years? 

Sometime ago I read a book en- 
titled “The Next Hundred Years” 
written by C. C. Furnas, a Yale pro- 
fessor. The central theme of the book 
is the familiar one that man can do 
no better than he knows. 

If we needed a text for discussing 
the future “background” for credit 
management, I think the central 
theme of Professor Furnas’ book 
would excellently serve our purpose 
—credit management of the future 
can do no better than it knows. So 
for the purpose of our discussion I 
am contending that credit manage- 
ment’s future “background” must be 
higher credit education and I should 
like to view it with you in three sec- 
tions—improvement of present credit 
techniques, higher education in the 
field of business management, greater 
interest in practical research designed 
to relate dause and effect of business 
mortality. Let me elaborate. 

The first part requires no particu- 
lar discussion with members of 
N.A.C.M. One improvement in pres- 
ent techniques will naturally follow a 
course of developing more compre- 
hensive credit information. Present 
efforts of the National Association of 
Credit Men to put the mutual inter- 
change of ledger information on a 
sounder, more equitable basis should 
elicit the full support of every credit 
executive in this country. In some 
sections there has been fine coopera- 
tion between accounting and credit 
groups, and this should be widely en- 
couraged because such cooperation 
tends to produce better credit infor- 
mation of a financial and operating 
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nature. But information and inter- 
pretation are two different things. 
There should also be a continuing 
study and improvement in ratio and 
other types of financial and operating 
analysis. 


Wider Knowledge Needed 


USTICE DOUGLAS of the Su- 

preme Court made the observation 
that those who appraise the risk of 
credit should “be able to penetrate 
the mysteries of the balance sheet 
and see the realities behind it.” The 
“realities” behind every balance sheet 
are the men and methods and the 
business activities which have caused 
the figures. 

Perhaps some will say that credit 
management should confine studies to 
the analysis of statements and not 
concern itself with the “realities” be- 
hind them. That credit management 
must develop unusual talents for com- 
parative analysis and for the construc- 
tion and interpretation of financial 
and operating ratios, is not denied. 
These things enable the credit execu- 
tive to get deeper into his core prob- 
lem of detecting symptoms of a fail- 
ing condition. But is this enough? 

If the credit executive stops with 
such talents—if he does not train him- 
self to a better understanding of how 
men and methods work in business— 
he is limiting his opportunities. Credit 
analysis in the days to come is going 
to have to be approached from a 
larger viewpoint. The credit execu- 
tive of the future should intimately 
know the problems of selling and pur- 
chasing, of production, of financing 
and of management generally. He 
should be able to distinguish good 
management from bad management. 

Good management, successful man- 
agement methods have distinguishing 
marks. They are not imponderable 
and entirely abstract qualities. Most 
of you have seen the patterns of 
“sood,” “fair” and “bad” management 
drawn up by the industrial engineer- 
ing firm of Stevenson, Harrison and 
Jordan several years ago. The study 
produced this significant conclusion— 
“good management” works very uni- 
formly with certain tools while “bad 
management” works very uniformly 
without these tools or else with them 
badly dulled. 

Primarily concerned with failure, 
the credit executive should be able 
to go into a business and break it 
down, if the occasion warrants, find 
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out why it doesn’t make money, and 
then be able to prescribe remedies. 
The inability of a lot of men in top 
management positions to identify the 
why, how much and where of profit 
or loss is responsible for a great num- 
ber of business failures. After all, the 
ultimate test of credit quality is 
whether the management of a debtor 
company is capable of making money 
under normal conditions. If it isn’t, 
it’s a poor credit risk regardless of 
capital structure. 

There is nothing new or original in 
the suggestion that credit manage- 
ment train itself to see and appraise 
the performance of men and methods 
in a business, which Justice Douglas 
called the “realities” of the balance 
sheet. Indeed, there are many credit 
executives who now possess the all- 
roundness in business knowledge nec- 
essary for complete business analysis. 
They find numerous opportunities to 
build sales for their companies. They 
are equipped to help rehabilitate fail- 
ing customers and to push over into 
the profit side customers right on the 
edge of success but who never quite 
make it. 


More Research Needed 


THE third and final part of credit 

management’s ‘future — back- 
ground” should be a more profes- 
sional study of the causes of business 
mortality. 

Causes for business death cannot 
be isolated and measured under labo- 
ratory conditions for the very good 
reason that every business is highly 
individualistic. It would be delusive 
to think that even under laboratory 
conditions we could ever be able to 
feed a business just the right dose of 
success vitamins. Besides, there could 
never be assurance that an over-dose 
of the wrong kind of vitamins would 
not be fed from the outside. The 
danger of an over-dose from the out- 
Side is very great now. 

For years studies have been made 
of totals of bad-debt losses in this 
country. These show an impressive 
regularity of business failures over a 
period of many years. There have 
been great variations in losses from 
year to year in some broad relation 
to the ups and downs of business. In 
the American Credit Indemnity Com- 
pany we have reduced totals of busi- 
ness failures to various risk classi- 
fications. The probability of failure in 
these classifications is broadly known 
because it is statistically measured. 
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Studies have been made which show 
that the turnover of business popula- 
tion in this country is startlingly high. 
Dr. Willard Thorpe in testimony be- 
fore a Congressional Committee said, 
“for each working day in this country 
1300 new enterprises open their doors 
and 1150 disappear.” The Hutchin- 
son-Newcomer study of business sur- 
vival in the city of Poughkeepsie, 
covering a period of 83 years, showed 
that only 16% of business concerns 
survived more than twenty years. 
69% had a life span of less than ten 
years. The “infant mortality” was 
exceedingly high with 29% of the 
concerns studied living less than two 
years. Similar studies made by others 
in widely separated communities have 
shown nearly the same results. 


THER studies of this kind sup- 
port conclusions of considerable 
interest. For example, manufacturers 
and wholesalers survive on an average 
for longer periods than retail or serv- 
ice concerns. The corporate form of 
organization survives, on the average, 
better than individual proprietorships 
during the early years of business life, 
with this advantage possibly disap- 
pearing after a few years. 

There’s nothing final about these 
studies but they do seem to yield clues 
to practical research of a kind that 
would give valuable results. Knowl- 
edge like this compounded out of the 
experience of all and properly con- 
served should be helpful in holding 
down the rather staggering total of 
bad-debt losses in this country. 

Any idea that we would eliminate 
or even substantially reduce the risk 
of credit losses by the improvements 
suggested is not intended. The game 
of business is intricate and there will 
always be a big element of chance in 
it. Indeed, let us hope that the out- 
come of every business venture will 
always hang in a balance for the es- 
sence of the free enterprise system is 
uncertainty. When we eliminate un- 
certainty we eliminate business as we 
in the United States know it. 

Priorities, rising prices, price con- 
trols, high taxes—these and numer- 
ous other business influences incident 
to the present defense effort are partly 
temporary. They constitute serious 
risks now to business survival, and 
out of the present emergency new and 
perhaps entirely different risks will 
emerge. But whatever they are, how- 
ever serious they may be, credit man- 
agement can better cope with them 
through higher credit education. 
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Reducing Credit Losses 


Ketter Cuodté MS uformation Will Lower Default Ie ahiwe 


The credit risk, when measured 
in terms of dollars lost from un- 
uw collectible accounts, is now, and 
always has been, one of the major 
risks of business. It gives the business 
man less concern than other risks, 
however, because of its predictability. 
The business man knows that his 
credit losses this year will be approxi- 
mately what they have averaged in 
past years, some fraction of one per 
cent of sales. His only uncertainty is 
who the defaulting creditors will be. 
If he but knew that, he could avoid 
those specific risks and reduce his 
credit loss to a minimum. 

The major responsibility of the 
credit executive is to spot the weak 
places and avoid them. He is de- 
terred, however, from following this 
policy as zealously as might be ex- 
pected by anyone unfamiliar with the 
credit profession. This deterrent is 
the fatalistic philosophy that credit 
losses are inevitable. The belief is 
that within limits they can not be 
avoided; indeed in some circum- 
stances they should be courted. That 
is to say, a credit executive who is too 
conservative can drive away business 
which may prove profitable if in the 
end the account can be collected. In 
many cases it can be. Because of the 
predictability of the percentage of 
credit loss on a year’s business it is 
possible to regard the credit loss as an 
expense of doing business. The busi- 
ness man, therefore, adds the percen- 
tage to his selling price and passes the 
loss on to his customer. Beyond this 
normal loss which is absorbed in sell- 
ing price, there still is the risk of ab- 
normal loss, a risk which is the credit 
executive’s chief worry. 


Take a Chance Theory 


HERE is a principle of business 

that profits can be increased by 
taking chances. Chance does bring 
large gains in some cases but large 
losses in others. Over a period of 
time men who play with chance hope 
the gains will greatly exceed the 
losses. If the result is as expected the 
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loss is accepted as justifiable. Its fre- 
quent occurrence, therefore, does not 
dismay the sophisticated risk taker. 
Whether in business or in other 
human activities, the loss of life or 
property is looked upon as necessary 
to the successful carrying out of a 
given project. Shock troops in battle 
are sacrificed to minimize losses in 
the waves of troops that follow. 
Houses are dynamited to check the 
spread of a great conflagration. Shares 
of stock are sold at prices below their 
cost to release funds for the purchase 
of other more promising securities. A 
portion of a crop is destroyed to keep 
it off the market where a still greater 
loss might be incurred by depressed 
prices. To know when to take a loss 
is one of the attributes of a sagacious 
business man. The successful applica- 
tion of this theory of risk taking is 
predicated on a large gain if a gain is 
realized. It ‘may be said that if the 
hoped for gain does not equal the 
probable loss there is no justification 
for taking the risk. Now apply this 
theory to the credit risk. Assume that 
a credit sale of $1,000 is made. The 
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profit on the sale is $200. If the ac- 
count can not be collected $1,000 is 
lost. If it is collected $200 is gained. 
The possible gain is only one-fifth of 
the probable loss. A sales department 
which has incurred a loss of $1,000 
through an unwise sale must sell 
$5,000 worth of goods to earn back in 
profit what was lost on the risky 
transaction. This may or may not be 
a good gambling +isk depending upon 
the probability of loss, but it is not 
conservative business. 


Better Control of Losses 


THE credit profession has made 

commendable progress in control- 
ling credit losses in the past forty 
years. Credit transactions have increas- 
ed five fold in forty years whereas 
credit losses today are no greater than 
they were forty years ago. These com- 
parisons are made on the basis of an 
adjusted dollar which removes differ- 
ences in purchasing power between 
1901 and 1941. The accompany- 
ing table presents the two index 
numbers on which the foregoing as- 
sumption is based. The index of 
credit losses is made from liabilities 
of business failures. The index of 
credit transactions is made from 
bank debits outside of New York 
City. The former figure does not re- 
flect all credit losses, nor does the 
latter figure reflect all credit transac- 
tions. Nevertheless they are the most 
reliable figures available to  statis- 
ticians, and they reflect with reason- 
able accuracy the relative magnitude 
of business transactions and credit 
losses. 

Credit executives may accept with 
satisfaction this evidence of their in- 
creasing efficiency. They should not, 
however, be content. Credit losses 
can be still further. reduced, and they 
should be. Yet there are three deter- 
rents to further progress. (1) Credit 
investigations in general are not as 
thorough as they can be made. (2) 
Business is encouraged to take unwar- 
ranted credit risks because of the 
fatalistic attitude of business men 
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that credit losses are unavoidable and 
not only should be expected but 
should be courted. (3) Liberal credit 
terms have become an increasingly 
strong sales argument in keen com- 
petition for business. 

Business men by taking counsel 
among themselves may change their 
attitudes in regard to the inevitability 
of credit losses. They also may agree 
among themselves that long credit 
terms increase the risk, and therefore, 
competition will be conducted on some 
other basis than liberal credit. These 


_reforms, while important, are less 


urgent than improvements in the 
thoroughness of credit appraisals. 


Thorough Research Needed 


A CREDIT investigation is a form 
of research. Therefore, the credit 
executive should approach his task 
with the openmindedness of a genuine 
researcher. The researcher takes 
nothing for granted. He delves into 
every bit of research that heretofore 
has been conducted on the subject 
under investigation. This is impor- 
tant for two reasons. (1) He does 
not want to spend time and money 
covering ground that already has 
been covered. (2) He wants to know 
that he has not overlooked anything 
which other researchers have discov- 
ered. All business research is carried 
on for the purpose of eliminating 
waste, reducing costs and increasing 
profits. Credit research undoubtedly 
has the same objective. The method, 
however, differs from that of genuine 
research. Instead of trying to profit 
from all the research which has been 
conducted by others, the credit execu- 
tive may look at some of it, or he may 
seek out facts on his own account and 
give no heed to what others have 
done. Instead of adding his own orig- 
inal discoveries to those of all the 
other investigators, he may duplicate 
what they have done and in the end 
be no better informed than they are. 
If investigations as to the credit 
worthiness of individual debtors were 
carried on with the thoroughness that 
characterized other forms of business 
research, a greater number of the 
spots where credit losses are likely to 
occur probably would be uncovered. 
No rational person would intention- 
ally extend credit to another if he 
knew beyond question of doubt that 
the debtor could not and would not 
pay. To know as much about the 
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Crepir LossEs FROM BUSINESS FAILURES COMPARED WITH THE 
VoLuUME OF BUSINESS TRANSACTED IN THE UNITED STATES, 
1900 to 1940 

Index of Index-of 
Credit the Volume 
Year Losses of Business 
| 1940 85.9 506.7 | 
39 95.9 475.8 
38 127.0 437.6 
37 86.0 458.0 
36 101.9 457.0 | 
35 157.3 399.7 
| 34 180.6 371.6 | 
33 281.2 342.5 | 
32 580.2 400.5 
31 408.5 500.7 
1930 313.3 539.3 | 
29 205.4 585.4 
28 205.1 532.1 
27 220.8 497.3 
26 165.7 451.9 
25 173.6 416.8 
24 224.3 390.9 | 
23 217.2 376.5 | 
22 261.3 346.7 
21 260.3 330.4 
1920 774 263.0 
19 33.1 256.1 | 
18 50.3 196.8 
17 62.9 185.2 
16 93.0 201.0 
| 15 176.2 186.9 | 
14 212.9 178.2 | 
| 13 158.2 181.0 | 
12 119.0 178.0 | 
11 119.2 175.8 | 
| 1910 116.1 159.5 | 
09 92.5 154.6 | 
O08 143.1 141.8 | 
07 122.6 149.1 | 
| 06 78.1 150.1 | 
05 69.2 139.8 
04 97.8 123.5 
03 73.4 121.8 
02 80.8 119.0 
01 82.8 118.5 
1900 100.0 100.0 
debtor as the debtor knows about all of the needed facts. This leads to 
himself may not be enough. The the fatalistic philosophy that a large 


debtor may be blind to hazards that 
surround him which in time will 
bring him to ruin. What really hap- 
pens in practice is that the creditor 
does not know nearly as much as the 
debtor knows, and on top of that 
makes a poor interpretation of collat- 
eral information, if he has any. 


Cutting Investigation Costs 


HE defense of the credit executive 

to his seemingly superficial inves- 
tigation of risks is that the profit on 
an order may not be great enough to 
justify an outlay sufficient to uncover 
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percentage of debtors are honest, and, 
being honest, are not only willing to 
pay but are fair in their own appraisal 
of their ability to pay. A few of them 
do not possess that high degree of 
honesty and they will contribute to 
the expected or normal loss. This 
normal loss is passed on to all the 
customers who do pay. 
Notwithstanding the customary 
superficiality of credit investigations, 
the amount of money spent by busi- 
ness for private credit organizations 
runs into millions of dollars. In addi- 
tion there are general and _ special 
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credit agencies also investigating and 
duplicating each other’s efforts at a 
great expense to business. If all 
duplication could be eliminated and all 
the money now spent could be pooled, 
few debtors in the country could es- 
cape the searching investigation that 
would result from the pooled efforts, 
which should reveal weaknesses now 
unseen. The consolidation a few years 
ago of competing mercantile agencies 
was a step in this direction. As a re- 
sult the quality of the reporting has 
greatly improved, and the total outlay 
has been reduced. 


A credit investigation is directed 
toward two objectives, first to ascer- 
tain the ability of the prospective 
debtor to meet his obligation, and, 
second, his willingness to do so. One 
inquiry, then, is directed toward learn- 
ing how much property the debtor 
owns, and what his commitments are 
against that property. These facts are 
presented in a statement of assets and 
liabilities. Accounting methods have 
improved greatly in the past forty 
years. Moreover, much of the former 
prejudice against giving out figures 
has been overcome. The ease with 
which a financial statement may be 
obtained, however, does not preclude 
the possibility of its being false. In- 
tentional falsification of statements is 
discouraged by harsh false statement 
laws. Honest mistakes in the ap- 
praisal of assets may be made, and 
there may even be mistakes in report- 
ing liabilities. If a single agency rep- 
resenting all creditors were to under- 
take an appraisal of assets and an 
audit of liabilities, a financial state- 
ment would be forthcoming that would 
be as accurate as it is humanly pos- 
sible to make one. 

Although the debtor may be pos- 
sessed of valuable assets today, he 
may lack the capacity to manage his 
business successfully in the turbulent 
times which lie ahead. An examina- 
tion of past profit and loss statements 
is indicative of the quality of man- 
agement, but a judgment of manage- 
ment’s ability would be strengthened 
by a survey of managerial policies. 
An exhaustive examination of this 
nature would be costly, but if all 
creditors united in paying for it, the 
expense to each probably would be 
no greater than the expense of the 
superficial investigations that are now 
made. 


(THE best proof of willingness to 
pay is payment. A_ concern 
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which always pays its obligations in 


accordance with the terms of its con- 


tract may be presumed to be healthy 
and honest. A concern which is 
under-capitalized or is doing an un- 
profitable business may pay a few 
creditors promptly in order to estab- 
lish a reputation as a good risk. The 
accounts of other creditors may be 
neglected. In order to locate weak 
risks it is essential to know the ledger 
experience of every creditor. Given 
this information, the credit executive 
can separate good risks from doubtful 
ones. Investigation then can be con- 
centrated on the doubtful risks. Such 
procedure will reduce the number of 
debtors who are to be subjected to 
the thorough investigation described 
in the preceding paragraph. In 
many cases the investigation will be 
made in time to rehabilitate weak con- 
cerns and save them from ultimate 
failure. The adjustment bureaus of 
the National Association of Credit 
Men have the facilities for doing this. 
A solution of the credit problem 
largely rests upon the universal ex- 
change of ledger experience. The 
Credit Interchange Bureaus of the 
NACM are doing their best to render 
this valuable service to credit ex- 
ecutives. Only a part of nation’s 
creditors contribute information to 
the Bureau, which is a great handi- 
cap to it. Unless and until all ledger 
accounts are represented in the files 
of the Credit Interchange Bureau, 
and kept up to date, the highest 
achievement in credit appraisals can 
not be realized. Credit executives 
have gone a long way in eliminating 
credit losses. 
way to go. 


Hard to Please 


A farmer had a son at college. 
the end of the first year the son came 
home in high feather. He stood sec- 
ond in his class. 

“Second?” said the father. “Sec- 
ond! Why didn’t you stand first? 
What do you go to college for?” 

The young man returned for his 
second year, determined to win first 
place. At the end of the year he re- 
turned home and announced his suc- 
cess. 

The father looked at him for a few 
minutes in silence, then shrugged his 
shoulders, and said: ‘“‘At the head of 
the class, eh? Well, it can’t be much 
of a college, after all.” 
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Important Credit 
Problems for 1942 


(Continued from page 7) 


agree in every detail with the records 
that they have in front of them, a 
delay usually takes place. 


Where Errors Cause Delays 


(HE possibility of a long delay is 
particularly true where large 
companies are involved. Here, no 
credit problem per se exists, but if 
for any reason at all General Electric, 
General Motors, or any other Grade 
“A” risk does not pay your invoice’ 
when it is due, the amount of money 
involved is tied up for the present just 
as though it were due from a slow-pay 
customer. Because of this, the large 
companies must be followed at shorter 
intervals and with more direct per- 
sonal contacts than ever have been 
thought necessary before. By means 
of these contacts you can make cer- 
tain that you have complied exactly 
with billing instructions, that your in- 
voices are securing the necessary ap- 
provals quickly and that they will be 
ready for vouchering and payment 
well within the regular terms of sale. 
It used to be that one had a good 
spread of risk throughout his receiv- 
ables, in that the amounts due from 
any single company or any small 
group of accounts was not particularly 
large. Now one often finds a situa- 
tion where a relatively few customers 
account for a substantial percentage 
of your receivable total. Terrific 
amounts of money are involved, and 
you can rather easily secure a nice 
improvement in your average collec- 
tion period if you insure prompt, or 
even anticipated, settlements on these 
particularly large accounts. 

During this period, the credit man- 
ager’s thinking and planning should 
be dominated by conservatism. Un- 
der ordinary conditions, his goal is 
the greatest possible sales with min- 
imum losses. He cooperates quite 
fully and completely with the sales- 
men. Indeed, he must be an extra 
salesman, continually looking for 
ways and means of increasing volume. 
Today the shoe is on the other foot. 
Now he must emphasize the idea of 
safety rather than sales possibilities, 
and it is the sales department that 
must go out of its way to be extreme- 
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ly helpful in keeping down prospec- 
tive losses. We should secure for our 
company every bit of protection that 
is possible on every one of our ac- 
counts. Where in the past, terms 
have been worked out involving third 
party guarantees, assignments, en- 
dorsers, conditional sales agreements, 
chattel mortgages and other protec- 
tive measures, we should continue to 
receive these safeguards on current 
shipments. The same is true of new 
accounts being opened, where added 
security is possible in one form or 
another. In most cases there will ap- 
pear to be no need for alarm about 
today’s or tomorrow’s shipments. Re- 
gardless of this, we must go ahead 
and regularly secure this extra margin 
of safety where added protection 
might be helpful in the event of a 
sudden collapse. Some day this cau- 
tion will stand us in good stead. 


Why Wait for the Crash? 


T is much easier to continue to get 

guarantees and endorsements, or to 
open up new accounts on some secured 
basis than it is to go along until the 
peak is reached and then to jump in 
suddenly and try to insist upon such 
terms. Undoubtedly all of you can 
recall concrete examples of these dif- 
ferent procedures. From my own ex- 
perience, I think it safe to conclude 
that a program providing protection 
at all times pays off much better in 
the long run than does a policy of 
attempting to cover up at the last pos- 
sible moment. A satisfactory con- 
clusion under the latter plan assumes 
that you and I will be clever enough 
to anticipate the peak sufficiently in 
advance to properly protect ourselves 
before it is too late. The timing is 
most important and probably very 
few of us have the ability to foretell 
exactly the right moment to step in. 
Even assuming that this could be 
done, you undoubtedly would create 
more lasting ill will than is the case 
if your dealings from the start are on 
a restricted basis. The effect on a 
customer is quite negative, since near 
the crest he feels better able than ever 
before to meet his obligations. Fur- 
thermore, after a period of dealing on 
straight open account terms, you do 
not have any precedent to back up 
your changed demands. 

It is most important that you turn 
your receivables rapidly and keep 
them highly liquid at all times. Cus- 


tomers that do not pay promptly now 
will have real trouble in meeting their 
obligations when this present period 
is past. Because of this, I would 
suggest that before too long you go 
through your accounts and in a de- 
termined manner weed out those cus- 
tomers that are hazardous risks. This 
does not mean to imply that C.O.D. 
terms should be invoked overnight or 
that these customers should be ab- 
ruptly dropped from your calling or 
mailing list. It is suggested that this 
procedure might be advisable if with- 
in a reasonable period you are still 
unable to arrange better paying 
habits, additional security, shorter 
terms of sale or other protective 
measures that will allow you at least 
a fair degree of safety. It is not an 
easy problem but with intelligent 
planning and careful handling you 
should be able to show considerable 
improvement over the coming months. 
The small volume of business that 
might ultimately be lost by such a 
policy could be made up several times 
over by expending the equivalent 
effort either on new accounts or on 
old customers that are financially bet- 
ter able and more willing to meet 
their commitments promptly. 


The Credit Department’s 
Function 


S you can see, my whole thought 
is an emphasis upon the credit 
manager’s function as the watch dog 
of profits. This means that during 
this period he must be the very one 
to say “no” and probably say it often. 
At the moment additional volume is 
not required. What is all important 
is that when the credit collapse comes, 
you, as credit manager, will stand out 
i the eyes of management as the per- 
son that has protected the profits 
earned during this active period. You 
will be the individual directly re- 
sponsible for the collection of out- 
standing accounts. You will be the 
one that must quickly accomplish this 
orderly liquidation in order to provide 
the necessary funds that will be 
urgently needed at that time. To the 
degree that you aré successful in this 
program, so will you be recognized 
as truly a credit executive, one who 
is ready and able to assume a more 
active part in the executive manage- 
ment of your company. 
I am confident that this can be done 
if we will but do it. 
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13 States Have Most Buyers 
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. Credit men and financial officers Street Journal of New York City come taxpayers reside within their 
1 who look with broadening vision will be of deep interest to these sales- boundaries. 
y Ww to the final net profits of their minded credit men. “Here they are: California, Con- 
; companies are now cooperating “Are you trying to sell something? necticut, Illinois, Indiana, Massachu- 
S with their sales departments to help Well, here’s a tip. Concentrate your setts, Michigan, Missouri, New 
t in every way possible to increase activities on 13 states (we'll name Jersey, New York, Ohio, Pennsyl- 
i sales. Credit men are in just as ad- them in just a minute) and you'll be vania, Texas and Wisconsin. 
t vantageous a position to know about tapping the bulk of the nation’s buy- “As you probably noticed, the na- 
1 the activity of markets as are sales _ ers. tion’s star customers are not confined 
2 managers. A market may be classi- “Residents of these 13 states, in to any one section of the country, al- 
| fied as “active” in the sales depart- which live more than 58% of the though a good portion of them are 
, ment but the credit and collection de- country’s total population, buy more located in the industrial areas of the 
" partment knows from its records if goods and services than all the other middle west and the east. 
; these “active” markets are really 35 states combined. And, this is im- “But you don’t have to take our 
’ profitable. The following extract portant, approximately three-fourths word for any of this. It’s all down in 
from a recent article in the Wall of the country’s individual federal in- black and white, with a lot more, in 





“A CREDIT 
REPORT” on Your 
Insurance Set-up 


COST-FREE and obligation-free 
you may obtain from any agent 
of the Royal-Liverpool Groups 
an Insurance Survey and Analy- 
sis which will— 





(1) show the insurable hazards peculiar to your business, 
the extent to which they are now covered, and a break- 
down of your insurance costs; 


(2) point out any weakness in your insurance protection; 


(3) submit recommendations which may reduce the cost 
of your insurance program or provide for it more efficiently. 





COMBEECTAL 


: 

i CASUALTY ¢ 
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Why not let a local representative of the Royal-Liverpool Groups demonstrate his 


ag ability to serve you by means of such a Survey and Analysis? 


ROYAL-LIVERPOOL GROUPS 


| ONE HUNDRED FIFTY WILLIAM STREET, NEW YORK, N.Y. 


AMERICAN & FOREIGN INSURANCE COMPANY @ BRITISH & FOREIGN MARINE INSURANCE COMPANY, LTD. @ CAPITAL FIRE INSURANCE COMPANY OF CALIFORNIA @ THE LIVERPOOL 
4 & LONDON & GLOBE INSURANCE CO. LTD. @ THAMES & MERSEY MARINE INSURANCE COMPANY, LTD. @ QUEEN INSURANCE COMPANY OF AMERICA @ THE NEWARK FIRE INSURANCE 
COMPANY @ FEDERAL UNION INSURANCE COMPANY @ ROYAL INSURANCE COMPANY, LTD. @ THE SEABOARD INSURANCE COMPANY @ STAR INSURANCE COMPANY OFQAMERICA 
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the latest revised edition of Popula- 
tion and its Distribution, compiled by 
J. Walter Thompson Co., and pub- 
lished by Harper & Bros. Some of 
the other pertinent facts to be found 
in this volume are an alphabetical list 
of all incorporated places with a pop- 
ulation of 500 or over; number of 
persons per income tax return for 
each county; distribution of popula- 
tion, both in terms of individuals and 
family units. 

“In addition, there are summary 
tables covering states by population, 
occupied dwellings, income tax re- 
turns, residential telephones, wired 








homes, radio homes, automobiles reg- 
istrations and major groups of 1939 
retail sales. 

“But let’s get back to our 13 states. 
A quick glance at the figures shows 
us that 68.19% of all residence tele- 
phones are located in these states, as 
are 63.26% of the total passenger au- 
tomobiles, and 63.38% of home 
radios. 

“Heading the list, of course, is New 
York. With 10.24% of the coun- 
try’s total population, the Empire 
State has 17.26% of the nation’s in- 
come taxpayers, 11.33% of its resi- 
dence telephones, 8.89% of passenger 
cars and 11.27% of all home radios. 

“A rather interesting situation is 
revealed by the figures for California. 
This state has only 5.25% of the na- 
tion’s population, but its percentage 
of income taxpayers, telephones, au- 


tomobiles and radios is much greater, 
being 8.66%, 8.01%, 8.82% and 
6.33%, respectively. 

“Indiana presents an odd picture. 
Here’s a state which accounts for 
2.60% of the total population and has 
only 2% of the country’s income tax- 
payers. But, despite this, the figures 
show it has a greater percentage of 
automobiles than several other states 
which have larger percentages of both 
the population and taxpayers. 

“For example, Indiana’s percentage 
of automobiles is 3.24% while that 
of Massachusetts, which has a popu- 
lation figure of 3.28% and income 
taxpayers of 4.89%, is only 2.94%. 

“The foregoing is just a_ brief 
resume of what you'll find in the 
book’s 429 pages, but it’s enough to 
give some idea of what it’s all about.” 
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Nat’! Institute 


Is Recognized by 
N. Y. State Board 


New York: The New York Chapter of 
the National Institute of Credit has re- 
ceived the endorsement of the State Educa- 
tion Department at Albany so that credits 
granted by the Chapter are now recog- 
nized towards several types of State edu- 
cational requirements. The letter from 
H. L. Field, Chief, Bureau of Qualifying 
Certificates, State Education Department, 
is as follows: 

“On the basis of an inspection of the 
courses offered by the New York Chapter 
of the National Institute of Credit at 354 
Fourth Avenue, New York City, the State 
Department of Education finds it possible 
to approve for credit, individual courses 
satisfactorily completed by applicants who 
desire to meet the requirements for an ap- 
proved course in accounting toward admis- 
sion to the C. P. A. licensing examination, 
or for applicants for a law student quali- 
fying certificate. The department also 
sees no objection to an individual college 
or university granting appropriate course 
credit to an individual who meets the full 
requirements for matriculation and desires 
to continue his work toward a registered 
degree.”—(Signed) H. L. Field, Chief. 


Foreign Traders 
Talk Over Problems 
of War in Far East 


“War in the Far East” was discussed at 
the regular monthly luncheon of the For- 
eign Trade Division of the Chicago As- 
sociation of Credit Men, Thursday, De- 
cember 11. Particular stress was laid upon 
the effect to exporters and importers of 
Japan’s attack on the United States, the 
British possessions and the Netherlands 
East Indies, and also the declarations of 
war by these governments and the Central 
& South American governments against 
Japan. The meeting was largely attended, 
particularly by members from nearby cities 
in Illinois, Indiana and Iowa. The entire 
meeting was devoted to questions and 
answers on credit and exchange conditions, 
export priorities, treasury regulations, im- 
port controls, etc. 

The Association closed its fall program 

(Continued on page 36) 
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Defense Committees Will 
Serve as Information Posts 


Salt Lake City: National President 
Ray Wilson was one of the prin- 
cipal speakers at the Utah State Bar 
Association meeting held in Salt 
Lake City on December 5. Mr. Wil- 
son made a plea for more local pa- 
triotism, declaring that “We must 
do something as a nation to stop the 


conflagration now going on in Eu- 


rope.” Continuing, Mr. Wilson said, 
“Tn this world you either rule or get 
ruled. We are fighting two wars in 
the United States, one against out- 
side aggression and another, inter- 
nally, between the fifth columnists 
and free-enterprisers.” 


Mfg. Confectioners 
and Nat’l Food Groups 
to Meet in Chicago 


Chicago: A joint session of the National 
Food and Allied Lines Credit Group and 
the Manufacturing Confectioners Credit 
Group will be held in Chicago on Janu- 
ary 23. Credit managers and their assist- 
ants from all companies in the two indus- 
tries, whether members or non-members 
of the National Association of Credit Men, 
are invited to attend. Mr. Frank Miller, 
of Best Foods, Inc., is Chairman of the 
Food Group Conference Committee, and 
Irene Austin, of Thinshell Products, Inc., 
Division of Consolidated Biscuit Company, 
is Chairman of the Confectioners Confer- 
ence Committee. 


Turkey or a Manual 


for a New Member 


Seattle: A choice of a turkey or a 1942 
Credit Manual of Commercial Laws was 
offered to every member of the Seattle 
Herd of Zebras qualifying with two points 
in a recent membership contest. The win- 
ners of points are then eligible for selec- 
tion as delegates-at-large to the National 
Credit Congress to be held in Cincinnati 
next May. The Seattle Herd is quite defi- 
nitely on the move and promises several 
additions to the Association roster before 
the year closes at the end of April. 





Macadétinns dine Asked 


to Name Groups to Help 
in Important Work 


It is proposed that each of the local As- 
sociations comprised in the National Asso- 
ciation of Credit Men set up a Defense 
Committee consisting of three to five per- 
sons. Such Committee would act in co- 
operation with a member being assigned 
from the Executive Staff of the National 
Association. It would serve members of 
the local Associations, as well as the Gov- 
ernment, in an informative way in connec- 
tion with the Government’s war time in- 
dustrial .work—work which members are 
endeavoring to secure or which is already 
in process by them but not completed. 

Neither these Committees nor the Exec- 
utive Staff member will in any manner at- 
tempt to negotiate contracts or secure 
orders for members, make collections, act 
in a legal capacity, or otherwise function 
in their behalf excepting as above stated— 
that is, as an informative guide to, and 
liaison between, Association members and 
the Governmental agencies concerned. 

In its Defense Program, the Govern- 
ment has need of the full and earnest co- 
operation along the most efficient lines of 
small industry as well as large. The ef- 
forts of these Defense Committees would 
be directed toward the coordination and 
integration of the activities of interested 
Association members, with the purposes 
and objectives of our Government in in- 
dustrial defense. 

The needs, facilities and problems of 
specific localities and groups would be 
carefully studied by these Defense Com- 
mittees and thereafter, when advisable, 
factual material transmitted to the proper 
Governmental departments, through a local 
Government Defense representative or 
through the Executive Staff member men- 
tioned. Also, from time to time there 
might be placed before the Government 
as a result of surveys made, suggestions 
for ways and means for defense manufac- 
turing, supply, etc.; also suggestions for 
new or revised legislation of a helpful sort 
bearing on, and related to, industrial de- 
fense. The carefully thought out coopera- 


tion of the local Associations in this mat- 
ter will also lend itself toward supplement- 
ing the efforts in various ways of the 
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National Association’s Washington Bureau 
in serving the requirements of our mem- 
bers. Aided by this cooperation, the Na- 
tional Association through its Executive 
Staff representative will place a magnify- 
ing glass on the industrial defense pro- 
gram of the Government with relation to 
contracts, credits, priorities, allocations, 
bonds, etc., as touching the special inter- 
ests of those within our credit group and 
thereby be in a position to make needful 
suggestions to the Association members 
and the Government, as well as serve as a 
guide and aid in many ways in the mem- 
bers’ defense participation. 

In forming the Defense Committees 
under consideration, care should be exer- 
cised to appoint members of our Associa- 
tions who are closely. concerned with, or 
actually engaged in, Government Defense 
work. Each Defense Committee among 
other things, should contact the OPM or 
other Government representative in their 
particular district in order to ascertain 
more definitely what is needed or required 
by the Government, as well as to be able 
to define to the Government just how the 
local Association members are _ best 
equipped or qualified to carry through on 
the Government’s defense program. 

There will likely be many problems aris- 
ing in industrial defense peculiar to the 
various sections of our country and if these 
can be carefully examined as related to the 
Government’s needs, and recommendations 
made either to the local Government rep- 
resentatives or directly to Washington, as 
the case may require, much benefit will 
undoubtedly result to the members of our 
Associations. 

The Executive Staff representative of 
the National Association working with the 
local Defense Committees, will endeavor to 
keep thoroughly informed on all phases of 
the Government’s Defense program so that, 
as stated, the fullest assistance may be 
rendered to Association members who have 
need for answers to numerous questions 
that ordinarily arise as a consequence of 
engaging in an activity of this character. 


LACMA Chapter 
Sponsors Forum 
Dinner Jan. 15th 


Los Angeles—The local Chapter NIC 
will sponsor an open forum meeting and 
dinner with the Los Angeles CMA on Jan- 
uary 15 at the Town and Gown Club, USC. 
The Los Angeles Chapter this year is en- 
joying a peak membership, and under Pres. 
Wm. Cunningham has scheduled a series of 
pertinent meetings. In November, a large 
turn out heard Dean R. L. McClung of 
USC speak on “Inflationary Controls,” 
analyzing defense expenditures and present 
plans for curbing purchasing power, as well 
as the tax picture and the importance of 
investment in defense bonds. Pictures of 
Sun Valley shown through the courtesy of 
Union Pacific RR were a second feature 
of the dinner meeting. 
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Chattanooga: John Stagmaier has 
just completed his twenty-eighth 
year of service as President of the 
Adjustment Bureau of the Chatta- 
nooga Association of Credit Men. 
Mr. Stagmaier, of Stagmaier & Co. 


of Chattanooga, has been made an 
honorary Director of the Adjust- 


ment Bureau for life. This is an 
excellent continuous service by one 
man and also reflects his excellent 
record for civic works in his home 
city. 


Mine Suppliers 


Hold Quarterly 
Meet at Pittsburgh 


Pittsburgh: The eleventh quarterly credit 
conference of the National Coal Mine Sup- 
pliers’ group, held at the Fort Pitt Hotel 
on December 11, brought one of the largest 
attendances ever recorded by this group. 

The morning session was devoted to dis- 
cussion of customer accounts, and it was 
marked by a number of interesting ex- 
changes of information regarding the han- 
dling of certain types of accounts. 

At the noon luncheon Lee H. Funcke, of 
the Clyde E. Speer Coal Company, spoke 
on “Selling and Distribution Problems of 
Coal.” 

During the afternoon forum E. J. Os- 
borne, C. N. Replogle and John T. Anglin 
led discussions on topics of importance to 
the group members. 


Carl Wolter Goes 


to Youngstown, O. 


Cleveland: Carl M. Wolter, who has 
served as Assistant Secretary of the Cleve- 
land Association of Credit Men for the 
past three years, is now Executive Man- 
ager of the Retail Credit Bureau at 
Youngstown, Ohio. Mr. Wolter came to 
Cleveland from the Chicago Association. 
He has many friends in both organiza- 
tions who will wish him success in his 
new field of endeavor. 


Men In Service 





Cincinnati—John McLean, of the Gray- 
bar Electric Co., is now a First Lieuten- 
ant in the Ordnance Department and is 
Iecated in the Enquirer Building, in this 
city. 

Gordon M. Levine, of Louis Levine & 
Sons Co., is in the Army now as a private 
in Company T, 7th Regiment, Q. M. R. C,, 
Camp Lee, Va., T-497. 

Omaha—Harold C. Greer, formerly in 
charge of credits at the Western Paper 
Co., has been drafted in the Army and is 
now a private in Battery B, 34th Battalion, 
9th Training Regiment, FARFC, Fort Sill, 
Okla. 





Cincinnati Hard 
at Work on Plans 
for NACM Congress 


George J. Gruen, General Chairman of 
the Forty-seventh Annual Credit Congress 
to be held in Cincinnati, May 10-14, 1942, 
reports steady progress in selection of Com- 
mittee Chairmen and personnel. 

While there is much work which can- 
not be undertaken too far in advance of 
the Convention date yet every step is being 
watched by Mr. Gruen and his Executive 
Committee to see that nothing is put off 
for the future which cane be done now. 

Selection of Headquarters Hotel has 
been made and the Netherland Plaza is 
named. The Gibson, which is almost 
within a stone’s throw will be used by 
several large units as their headquarters 
and will be a very popular place during 
those busy Convention days. Hotel Sinton 
and Hotel Fountain Square also within a 
block of Headquarters will be liberally 
patronized. 

Cincinnati, with four of its leading hotels 
located approximately within one block of 
each other, presents an unusually conven- 
ient situation, and this advantage will be 
thoroughly enjoyed by those attending. 


Banquet Instructors 
and Students of 
Chattanooga Class 


Chattanooga: The Chattanooga Associa- 
tion of Credit Men gave a complimentary 
dinner on December 9 to the instructors 
and fifty-six students enrolled in the 
Credit Analysis Class. Miss Freda 
Cooper was in charge of the entertain- 
ment. The lecture course is conducted by 
the Education Committee of the Associa- 
tion. Following are the subjects of lec- 
tures and speakers: “Opportunities in 
Credit Work,” Corbin Woodward, The 
Chattanooga Medicine Co.; “Sources of 
Credit Information,’ W. W. Roberts, 
Noland Co.; “Credit as an Asset in Busi- 
ness,’ Warren A. Jeffords, American Lava 
Corporation ; “Mechanics of the Credit De- 
partment,” C. Callaway, Jr., Crystal 
Springs Bleachery and Paul J. Viall, The 
Chattanooga Medicine Co.; “Collection 
Correspondence,” J. H. Mowrey, Mc- 
Kesson-Duff Drug Co.; “Personal Collec- 
tions,” C. W. Smith, Ragland Bros. Co.; 
“The Debtor, the Creditor and the Law,” 
Jere T. Tipton, attorney, Shepard, Curry, 
Levine and Tipton, .attorney; “Negotiable 
Instruments,” J. H. Spaulding, Hamilton 
National Bank and L. F. Wilkerson, at- 
torney, Wilkerson and Wilkerson, attorney ; 
“Summary of the Course,” C. R. Hamesch, 
Cavalier Corporation. 

Mr. J. H. Spaulding, Chairman of the 
Education Committee, announced that the 
Association would sponsor a lecture course 
on Insurance, after the first of the year. 
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Credit Education 
Marches on in 
Local Associations 


Tacoma—An educational class was begun 
in mid-November. E. B. Lung, Ass’n Sec., 
reports O. H. Judd was elected Pres., and 
C. O. Panks, Vice Pres., with Mrs. Della 
Flynn serving as Secretary. The class 
meets every two weeks and each member 
of it will be expected to carry part of the 
program and act as Chairman at one meet- 
ing. A prominent teacher supervises as 
“commentator and critic.” Subjects planned 
for coverage are: Credits and Collections, 
Economics, Business Law, Parliamentary 
Procedure, and Public Speaking. 


Waterloo—For its third annual study 
course the Waterloo Chapter is taking up 
“Financial Statement Analysis,’ having 
previously studied “Credit and Collection 
Principles and Practices,” and “Modern 
Business English Letter Writing,” F. F. 
Struthers, Ass’n Pres. reports. Eighteen 
are enrolled in the class. The local class 
in Business English, earlier in 1941, ex- 
panded its educational work by presenting 
a demonstration on the subject at the An- 
nual Tri-State Conference at Sioux City 
in February. This was repeated before 
several other credit groups and resulted in 
arousing interest and revealing need of 
training in Business Correspondence. 


Shreveport—The local Chapter NIC be- 
gan its Fall course in Financial Statement 
Analysis late in September with 21 busi- 
ness and credit executives enrolled under 
the instruction of J. G. O’Brien, Vice Pres. 
and Trust Officer of the Commercial Na- 
tional Bank. Officers of the Chapter for 
the current year are: F. Drake Lee, 
Shreveport Long Leaf Lumber Co., as 
Pres.; R. J. Ogilvie, Ogilvie Hardware 
Co., as Vice Pres.; W. L. Murdock, 
Shreveport Ass’n, as Secretary. 


Louisville—The November meeting of 
the local Chapter heard Prof. Charles W. 
Williams of the University of Louisville 
make some exciting predictions about na- 
tional affairs during 1942. Among his 
forecasts was the statement that the com- 
ing year will bring “more of the same 
brand of breathless prosperity,” which this 
country experienced during 1941. Although 
declaring that inflation had arrived, he 
warned his hearers “don’t bet on inflation 
raising stock prices.” 


Lincolm—A course in Modern Business 
English with special emphasis on business 
letters is being sponsored by the Lincoln 
Chapter with an enrollment of 22 students 
under D. B. Marti, it is reported by H. O. 
Murphey, Educ. comm. chmn. 


Peoria—Classes in Analysis of Financial 
Statements were started on December 1, 
being in charge of J. M. Seamon, Illinois 
Certified Public Accountant. The course 
was developed under the leadership of H. 
G. Eckhoff, Keystone Steel & Wire Co., 
Educ. Chmn. of the Peoria ACM. 


New York—-A series of four lectures is 
planned by tthe Credit Education Comm., 
headed by R. F. McCormick, Wm. Iselin 
& Co. The dates of the lectures and names 
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of lecturers will be announced shortly. 
The theme will be “Economics and Credit 
Today.” 


Meadville—Special Agent R. H. Haller- 
berger of the FBI discussed its work and 
presented a film, “Men of the FBI,” at the 
Dec. 10 meeting of this Chapter, at the 
Talon Club House. The next meeting is 
scheduled for Feb. 


Baltimore—Marking the course’s 23rd 
year, 18 students began study of Mercan- 
tile Credit under the auspices of the Balti- 
more ACM in Oct. The course, given at 
Johns Hopkins Univ., is taught by George 
J. Clautice, who has been the regular in- 
structor since its start in 1918 with 28 
students. To date, 630 students have been 
awarded certificates for the course, which 
is credited toward degrees by the School of 
3usiness Economics at J.H.U., as well as 
toward the NIC Associate and Fellow 
Awards. 


Chicago—The local Chapter, NIC, de- 
voted its Dec. 10 meeting to “Analysis and 
Use of Credit Reports.” H. E. Kroll, Dun 
& Bradstreet, Inc., spoke on “How to 
Analyze a Dun & Bradstreet Report.” I. 
R. Wager, General Credit Manager, and 
E. J. Brach & Sons, Chairman, Credit In- 
terchange Comm., spoke on “How a Credit 
Man Uses a Credit Interchange Report.” 
W. L. Haney, Bureau Manager, discussed 
“What to Look For ina Credit Interchange 
Report.” A round table discussion of 
actual reports followed. 


Toledo—A class in Economics starting 
Jan. 21 at the YMCA and one in Financial 
Statement Analysis starting Feb. 1 in 
Toledo Univ. are scheduled at the Toledo 
Chapter NIC which completed its course in 
Advance English in Dec. The Credits & 
Collections course closes in the middle of 
Jan. 


To Help Youths 
Pick Careers 


Detroit—Association Secretary L. E. 
Phelan has been appointed a member of 
the Program Committee of Wayne Uni- 
versity to arrange the Business Careers 
Conference in January, the purpose of 
which is to aid High School Graduates 
and First Year College students to select 
the vocation in which they seem to be 
best fitted and then direct their studies ac- 
cordingly. The business Careers Confer- 
ence of the Wayne University is headed by 
Professor S. A. Larsen, Department of 
Business Administration. 


ral rey 


Atlanta: Credit men in the Southeastern 
area, especially those who hold a member- 
ship in the Atlanta Association, mourn the 
death on December 4 of P. S. Brownlee, 
Southeastern District Credit Manager for 
the Kraft Cheese Company. Mr. Brown- 
lee was a veteran member of the Atlanta 
Association and has helped on the work 
of many important committees. 
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Symbol of Achievement 


This academic key 
marks the wearer as a 
Fellow of the National 
Institute of Credit. 


lt is the professional 
hall-mark of the ed- 
ucationally qualified 
credit manager. 


Attain the Fellow Award through 
your local Chapter of the Na- 
tional Institute of Credit. Call 
the Secretary-Manager of your 
local Credit Association NOW 


for information. 





National 
Institute 


of Credit 


One Park Ave. New York 
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Foreign Traders 


Talk Over Problems 
of War in Far East 


(Continued from p. 33) 


of lectures with a complimentary dinner to 
the students in the class for Junior credit 
executives, studying credits and collec- 
tions and the class for Senior credit ex- 
ecutives on Insurance Problems. More 
than 100 were present at the dinner in- 
cluding officers and directors of the as- 
sociation. Eight half-scholarships were 
awarded to the following in the Central 
YMCA College course on Credits and Col- 
lections conducted by Arthur L. Stang, 
Credit Manager of the Cracker Jack Com- 
pany : 

H. F. Driscoll (Bell & Howell Co.,), 
Marian S. Etten, (The Flintkote Com- 
pany), William Metz (Jukes & Shafer, 
Inc.), F. L. Steging (Nu-Enamel Corp.), 
A. H. Pfeiffer (Zion Industries, Inc.), 
Wm. C. Wild (Comptometer Company), 
Pearl Podore and Glenn L. Clark (Con- 
tainer Corp. of America). In addition to 
the scholarships awarded by the association 
the Credit Women’s Club of Chicago pre- 
sented half scholarships to Miss Etten and 
Miss Podore, making a full scholarship 
for each. 


Credit Fraternity Fund 
Headed by Meckauer 


New York—Reports on the successful 
“Good Neighbor” banquet staged by the 
Credit Fraternity Fund on October 27 at 
the Hotel Astor, at which 1,100 credit ex- 
ecutives from the New York-New Jersey 
area were in attendance, were presented at 
the meeting of the Board of Directors of 
the Credit Fraternity Fund on December 
9, at which time new officers for the Fund 
were chosen for 1942. 

James A. Stack of Stern & Stern Tex- 
tile Importers, Inc., who was Chairman of 
the Committee for Arrangements of the 
“Good Neighbor” banquet, presented a cer- 
tified report which revealed that the Credit 
Fraternity Fund had benefited to the extent 
of $2,549.84. This will be added to the 
other funds of the organization which are 
used in efforts along rehabilitation and re- 
employment lines among unemployed credit 
executives in this area. 

The officers chosen at the meeting were: 

President, Henry Meckauer; first vice- 
president, John L. Redmond; second vice- 
president, Henry C. Scheer; third vice- 
president, Williami H. Pouch; secretary, 
Edward F. Addiss; assistant secretary, 
William Sage, Jr.; treasurer, Joseph Rub- 
anow; assistant treasurer, James A. Stack. 

The new Directors chosen at the meet- 
ing included: John H. Jephson, John P. 
Maguire & Co.; Winslow A. Parker, 
Southeastern Cottons, Inc. 
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Cleveland: The annual Christmas party 
was held at the Hotel Cleveland on De- 
cember 17th. In spite of the war and the 
altered business conditions, the party was 
one of the largest in the history of the 
Cleveland Association. David Ott, Chair- 
man of the Committee on arrangements, 
provided a lot of fun for those attending 
from early evening until the late hours. 





Cincinnati: Members of the Cincinnati 
Association of Credit Men gathered at the 
Cincinnati Club on Saturday, December 
20th, for their Christmas party. A large 
number of special prizes and door prizes 
were presented by members for distribution 
by Santa Claus. The Board of Directors 
of the Cincinnati Association sent out very 
attractive Christmas cards, a feature of 
which was a coat lapel button in the form 
of a Vigilantia seal for the men and a 
special pin with a Vigilantia seal for the 
women members. 





Toledo: R. C. Ward, of the Sun Oil 
Company, was chairman of the program 
and entertainment committee at the annual 
Christmas party of the Toledo Association 
of Credit Men held at the Waldorf Hotel 
on December 18th. Each member was re- 
quested to bring a 25 cent toy or funny 
present which was distributed by Santa 
Claus out of the grab bag. 





Dayton: The invitation to the annual 
Christmas party of the Dayton Association 
of Credit Men was headed “Spizzering- 
tum!!!” with the admonition “We cannot 
tell you what it really means but you can 
learn its true meaning if you will come 
to our Christmas party Tuesday, Decem- 
ber 16th, at the Biltmore Hotel.” 





Boston: The annual Christmas party 
and ladies’ night was held in the Renais- 
sance Room of Hotel Touraine, on De- 
cember 18th. Kenneth G. MacKay was 
general chairman of the entertainment com- 
mittee. Santa Claus distributed a number 
of gifts and prizes which had been donated 
by members. 





St. Louis: Henry H. Heimann, Execu- 
tive Manager, was the speaker at the 
Christmas party and dinner dance of the 
St. Louis Association of Credit Men held 
at the Hotel Jefferson on the evening of 
December 20th. The banquet at which Mr. 
Heimann spoke was followed by a floor 
show and dancing. 





Milwaukee: Santa Claus came down the 
chimney at the annual Christmas party of 
the Milwaukee Association of Credit Men 
held at the Milwaukee Athletic Club, De- 
cember 20th, and left presents and door 
prizes which included shoes, a $24.00 radio, 
change of motor oil, electric clocks, gloves, 
food products, record album, mirrors, lamps 
and many other interesting articles. The 
program started off with dancing at 9 
o'clock with a floor show being presented 
at 10:45. (Continued on p. 38) 


Credit Women of 
Four Cities Form 
New Study Clubs 


Four new Credit Women’s Clubs were 
organized during the past two months. 
These are at Oklahoma City, Birmingham, 
St. Paul and Amarillo, Texas. 

The Women’s Wholesale Credit Club of 
Oklahoma City started off in November 
with twenty-five members under the leader- 
ship of Iris Deck, the President; Vera 
Hambay, Vice President; Ruth Argo, Sec- 
retary and Treasurer. 

The Credit Women’s Club of the Ala- 
bama Association of Credit Men started 
early in December with twenty members. 
Mary Neason is President; Mattie Lou 
Gresham, Vice President; Minnie Malone, 
Treasurer; and Muriel Williams, Secre- 
tary. The work of organizing this club 
was helped along by Walter English. 

Thirteen women signed as Charter Mem- 
bers of the new Credit Women’s Club at 
Amarillo at an organization breakfast held 
on December 7th. Juanita Frieze is the 
Charter President; Celia Morrow, Vice 
President ; and Josephine Boyd, Secretary- 
Treasurer. Five members of the El Paso 
Texas Credit Women’s Club went over to 
Amarillo for the Sunday morning break- 
fast and organization meeting. Greetings 
were also received from the Women’s 
Credit Club of Albuquerque, New Mexico. 

The St. Paul Credit Women’s Club is 
under way with a roster of active credit 
women under the leadership of Isabelle 
Wright as President; Esther Carlson, Sec- 
retary ; Frances O’Sullivan, Treasurer ; and 
Helen Nordgren as General Committee 
Chairman. 

This makes a total of 36 Credit Women’s 
Clubs now operating under the general 
supervision of the National Credit Women’s 
Committee. 





San Francisco: The monthly meeting of 
the Club, held on December 17, was purely 
a social gathering—the Annual Christmas 
party. Aside from enjoying the gaily 
decorated tree and table and the entertain- 
ment features, there were distributed “white 
elephant” exchange gifts among the mem- 
bers and guests present. Also, each mem- 
ber brought an individually wrapped Christ- 
mas box of edibles for mailing at this 
meeting to a deserving soldier boy at Camp, 
whose name had been obtained with others 
through the proper channels. 





New York: “Home Defense,” subject of 
the talk delivered by A. Marks Smith, a 
West Point graduate, and secretary of Jas. 
C. McCormick, Inc., before the N.Y.C.W.G. 
at its regular monthly dinner meeting De- 
cember 4, takes on an added significance 
in the light of recent developments. 

The Annual Christmas Party, held on 
Dec. 29, was a grand party. Men in the 
Nation’s service, on leave in New York, 
were special guests. The party was held 
at the Fifth Ave. Hotel. Gloria Siebrecht 
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was chairman of the committee on ar- 
rangements. 


Syracuse: The Women’s Group, of the 
Syracuse Association of Credit Men, 
awarded their first “March of Credit Schol- 
arship” to Miss Edith Oldfield. A par- 
ticularly busy season is in progress and 
the enthusiastic program activities will in- 
sure our delegate to the National Conven- 
tion in Cincinnati. 


Minneapolis: At the Christmas party of 
the Minneapolis WCWC the special feature 
of the program which followed the dinner 
was Dickens’ “Christmas Carol.” It was 
read by Miss Elaine Kaeding of Babson 
Bros., who also gave an original monologue, 
presented by the scholarship committee, 
depicting the benefits derived from credit 
education classes. The group sang several 
Christmas songs under the direction of 
Miss Mae Nelson, Westinghouse Electric 
Supply Co., who sang “Bethlehem” as a 
solo. <A delightfully rotund and jovial 
Santa Claus who bestowed gifts on all, 
proved to be Miss Agnes Christianson of 
Flour City Brush Co. Games completed 
the evening’s fun. Miss Isabelle Wright, 
president of the newly organized club in 
St. Paul, was guest of honor. 


Newark: The New Jersey Credit 
Women’s Club sponsored the annual Christ- 
mas party of the New Jersey Association 
of Credit Men held on December 12th at 
the Hamilton Restaurant. Santa Claus 
was on hand for a big distribution of 
presents for all those in attendance. 


Atlanta: Paul M. Millians, of the Amer- 
ican Credit Indemnity Company, was the 
speaker at the Executive’s night held on 
December 18th. Mr. Millians, a former 
Atlanta business man, talked on “Behind 
Today’s Balance Sheet.” The annual 
Christmas entertainment of the Credo Club 
was held on Saturday, December 20th, at 
the home of Marjorie Jennings. 


Grand Rapids: The annual Christmas 
party on December 9th was in charge of 
the women members of the Association 
and set a new high record for such events 
among the Grand Rapids N. A. C. M.’ers. 
Six members of the Grand Rapids Credit 
Women’s Club presented a broadcast over 
WLAV recently in a special skit written 
by Mrs. Eugene Spraker. The skit stressed 
the dangers of overloading with install- 
ment obligations and offered a better under- 
standing of the function of credit. 


Philadelphia: The Philadelphia Credit 
Women’s Club joined with the Credit 
Men’s Association of Eastern Pennsyl- 
vania in the seventh annual Christmas party 
at the Ritz-Carlton Hotel on December 
13th. A social hour preceded the dinner 
which was followed by entertainment and 
dancing. The program was in charge of 
Harriet I. Russell for women and L. J. 
Gunson for men. 








Pittsburgh: The annual Christmas party 
of the Pittsburgh Credit Women’s Club 
was held at the Congress of Clubs on De- 
cember 22nd. One of the feature presenta- 
tions was the Mason Marionettes showing 
“Babes in Toyland.” 
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Binghamton: The Triple Cities Associa- 
tion of Credit Men and the Triple Cities 
Credit Women’s Club joined in an annual 
Christmas party at the Elks Club on De- 
cember 11th. A social reception and cock- 
tails preceded the dinner which was fol- 
lowed by dancing and entertainment. 


Toledo: The Toledo Credit Women’s 
Club celebrated Christmas on December 
2nd at a big party attended by forty mem- 
bers and their guests. The after-dinner 
program brought Santa Claus with a dis- 
tribution of gifts which had been provided 
by members for a grab bag distribution. 
Mrs. Harriet Silvers was Chairman of the 
Committee in charge of the program. One 
of the features after the Christmas dinner 
was the showing of some motion pictures 
of an outing held by the group last sum- 
mer. 








St. Louis: The Credit Women’s Club of 
St. Louis celebrated Christmas at its De- 
cember 18th meeting. This club, the second 
oldest Credit Women’s Club in the United 
States, honored the founders of the club— 
Nell Alexander, Clara Cramm, Oma Koch, 
Julia Ulrey, Helen Henke and Mae Don- 
oghue, at the time of its annual Christmas 
banquet. The St. Louis women point with 
pride to the fact that their club was or- 
ganized in 1925; the New York Club, in 
1924; and the Chicago Club in 1926. 


Wichita: The committee in charge of 
the annual Christmas party held on De- 
cember 18th at the Innes Tea Room set out 
to convince hardboiled credit men to be- 
lieve in Santa Claus. H. D. Smith, Chair- 
man of the Program and Entertainment 
Committee, is to be congratulated on the 
success of his enterprise. 


Los Angeles: The Credit Women’s Club 
of Los Angeles took a trip to San Diego 
this fall and under the leadership of Alma 
Appel, member of the National Credit 
Women’s Executive Committee, hope to 
announce a new Women’s Club in San 
Diego in the near future. j 


xebraffairs 





An official meeting of the R. O. Z., Mil- 
waukee Herd, Chapter 19, was held at the 
Hotel Wisconsin, Tuesday, December 2, 
1941, at 5:45 P. M. 

Before the dinner Zebras gathered in the 
Lounge for forty-five minutes for visiting 
and refreshments. After the dinner the 
election of officers took place. 

Fred Zens, chairman of the Branding 
Committee, gave his report and the follow- 
ing officers were elected for the ensuing 
year: 

Exalted Super-zeb—Elmer Kroening; 
Keepers of the Zoo—Head Keeper—How- 
ard Pihl; Assistant—Roger Johnson; 
Three Horse Power Burro—Ray Tice; 
Royal Striper—Emil Timm; Most Noble 
Zeb—Art Langham; Zebratary—Skip Gar- 
ness, Association Secretary. 





Credit Career 


T. E. Davis 

T. E. Davis, Credit Manager for John 
Duer & Sons, Inc. was born in Baltimore, 
Md. on January 31, 1882, the son of John 
H. Davis and Flora Bennett Davis. He 
entered the employment of this firm De- 
cember 1, 1897 in the 
capacity of general 
clerk. In those days, 
according to Mr. 
Davis, the bookkeep- 
er was not only 
Credit Manager but 
was the office gen- 
eral utility man and 
as soon as he was 
taught the office 
routine he gradually took on the handling 
of credits. Two weeks after his employ- 
ment he was checking credits. He took 
over full charge of the Credit Dept. on 
April 1, 1906 and has supervised the Dept. 
continuously since this date. John Duer 
& Sons, Inc. was founded in 1883 by John 
Duer who lived until 1902 and was active 
in this business up to the time of his 
death. The former credit man for this 
concern, the first, took over the Department 
in 1860. He was succeeded by Mr. Davis’ 
predecessor in 1885 who served until 1906 
when Mr. Davis took over the Department. 

Mr. Davis has handled the credits for 
this firm under four generations. First, the 
founder of the business, then his son, 
Douglas H. Duer, John Duer, Jr. and now ’ 
Henry T. Duer, grandson of John Duer 
the founder. There is now a great grand- 
son connected with the business and Mr. 
Davis states if he lives long enough he will 
probably work for him. 








After the acceptance speech of the new 
Super-Zeb, El Kroening, announcements of 
the December 6 Bowling Party and the 
December 20 Christmas Party were made. 


Oakland: The new officers of the Oak- 
land Herd are J. O. Banta, Exalted Super- 
zeb; J. Walter Petersen, Most Noble Zeb; 
Herb Barnes, Royal Striper; Gordon 
Graham, Three Horse Power Burro; M. 
E. Nicholsen, Keeper of the Zoo; Ken 
Thomson, Zebratary; Al Haskell, elected 
Oakland’s First Royal Scribe. The annual 
Christmas party was held at the Claremont 
Hotel on December 13th. 


Minneapolis Has Bulletin 


Minneapolis: The Minneapolis Associa- 
tion has just adopted a new form of mime- 
ographed news sheet with colored front 
page and a large number of interesting 
news items about events and members. One 
of the items calls attention to the Annual 
Conference of the Nebraska, Iowa and 
South Dakota Associations to be held at 
Lincoln, Nebraska, on February 19 and 20. 
Another item tells that Mr. and Mrs. W. O. 
Frost celebrated their golden wedding an- 
niversary recently. Mr. Frost is one of 
two life members in the Minneapolis As- 
sociation. 
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Position Wanted 


CREDIT MAN with sixteen years ex- 
perience in wholesale food products desires 
change. Age 45, married. Presently em- 
ployed with National concern. Address 
Box A-1, Credit and Financial Manage- 
ment, One Park Ave., New York. 


MARKETING EXECUTIVE for suc- 
cessful concern with over five hundred re- 
tail outlets wishes to return home to the 
Pacific Northwest. Excellent record in 
sales management, finance, credits, person- 
nel. Age 42. Happily married. Highest 
Seattle bank and commercial references. 
Write in confidence, Box A-2, Credit and 
Financial Management. 


OFFICE AND CREDIT MANAGER: 
Twenty-five years’ experience, capable ac- 
countant, correspondent, commercial law, 
successful collection record, banking and 
manufacturing experience, finance and busi- 
ness consultation. Address Box A-3, 
Credit and Financial Management. 


CREDIT EXECUTIVE desires posi- 
tion in manufacturing or wholesale line. 
Has successfully demonstrated ability to 
handle tactfully the credit problems of a 
national organization for 12 years. Young, 
enthusiastic and sales-minded. Harvard 
graduate and accountant; thoroughly 
trained in methods of successful credit 
granting and collections. For full informa- 
tion address Box A-4, Credit and Financial 
Management. 


CREDIT MANAGER—Available Janu- 
ary 1, 1942, manufacturing wholesale and 
retail credits; experienced in all phases. 
College education; age 30; Chicago pre- 
ferred. Alert, tactful and capable. Ad- 
dress Box A-5, Credit and Financial Man- 
agement, One Park Ave., New York. 


OFFICE CREDIT MANAGER, As- 
sistant Treasurer. Many years varied ex- 
perience—background Electrical, Bever- 
ages, Rubber, Gasoline and Oil, Paints and 
Wall Paper. Accustomed to heavy re- 
sponsibilities. Mature judgment, initiative, 
loyalty, with the ability to accomplish tasks 
set before him. Go anywhere, for full 
information address Box A-6, Credit and 
Financial Management. 


CREDIT AND COLLECTION 
ECUTIVE—Desires to market services 
with growing organization. Knows 
Credits forward, backward, and through 
the middle. Age 40, college graduate in 
Law and Business Administration and 12 
years background in credits. Capable of 
shouldering heavy responsibilities, profit- 
ably. Address Box A-7, Credit and Finan- 
cial Management. 


CREDIT, COLLECTION and OFFICE 
MANAGER of several years experience 
with thorough knowledge of Commercial 
Law, and bookkeeping, age 53, not subject 
to Military duty, desires to make a change; 
am in excellent physical condition; will 
locate anywhere; best of references from 
present and past employers. Don’t drink 
or gamble. Address Box A-7, Credit and 
Financial Management. 


EX- 
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Christmas Celebrations 


inNACM 


(Continued from p. 36) 

Richmond: The John Marshall Hotel, 
remembered with pleasure by all those who 
attended the National NACM Convention 
in Richmond in 1936, was the scene of 
the annual Christmas party of the Rich- 
mond Association of Credit Men on De- 
cember 17th. A big turkey dinner was 
served at 6:30 followed by dancing. A 
large number of door prizes which were 
donated by members of the Association 
were distributed. 


Seattle: The members of the Seattle As- 
sociation of Credit Men gathered at the 
New Washington Hotel on Monday, De- 
cember 15th, for the annual Christmas 
party and December meeting. An ottoman, 
donated by the Washington Furniture Mfg. 
Co., was the special attendance prize. 
Another feature was the price of $1.40 per 
person with an extra ticket for the cock- 
tail hour. 


Pittsburgh: The annual Christmas party 
of the Credit Association of Western Penn- 
sylvania was a luncheon affair this year, 
held on December 23rd at the Hotel Henry 
ballroom. The committee in charge of 
the arrangements was under the chairman- 
ship of Murray V. Johnston. 


Syracuse: The annual dinner dance and 
ladies’ night party will be held at the Onon- 
dago Hotel on January 10th. This party 
is sponsored by the Syracuse Association of 
Credit Men and in past years has been 
highly successful and well attended. Plans 
are being formulated by Chairman Fred 
Weymer of the Program Committee, to 
make this the most successful affair the 
Association has ever had. 


Chattanooga: The CACM December 
dinner meeting was the annual Christmas 
party, ladies night and the election of off- 
cers and directors. The Christmas party, 
in charge of Miss Freda Cooper and Mr. 
E. R. Cullis of the Electric Power Board 
of Chattanooga, was complete with “Santa 
Claus,” gifts for the CACM members and 
their wives and a Christmas program which 
was most amusing. Dr. Spencer McCallie, 
president and headmaster of the McCallie 
School, was the principal speaker. 

The following officers were elected for 
the year of 1942: Corbin Woodward, Presi- 
dent, The Chattanooga Medicine Co.; C. 
W. Smith, Ist Vice-President, Ragland 
Brothers Company; L. A. McWhorter, 2nd 
Vice-President, Miller-Smith Hosiery Mills. 


Birmingham: Officers of the local 
chapter for the current year are: Pres., 
Henry P. Hill, Standard Brands, Inc. ; First 
Vice Pres., V. P. Underwood, Birmingham 
Gas Co.; Second Vice Pres., Mrs. Cath- 
erine H. Baker, Connors Steel Co.; Secy.- 
Treas., Miss Muriel Williams, Todd-Witte 
Dry Goods Co.; Librarian, Miss Mary 
Neason, Perfection Mattress & Spring Co. 
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Cooperation Between 
Credits and Sales 


(Cont'd from p. 21) it is not uncom- 
mon for customers to be slow in his 
own price advances. This leaves him 
without funds to pay his own in- 
creased bills. Advancing markets auto- 
matically require more stock invest- 
ment. This lack of proper planning for 
this extra capital will quickly hamper 
selling when it means the most to both 
parties. It is at once obvious that this 
is the problem for the sales and the 
credit department working in close 
conjunction to the end of encouraging 
the customer in the proper financing 
of his business so that he may take 
advantage of market advances in his 
business without letting him be de- 
stroyed by it. 

We, as credit men, must never for- 
get that our success runs concurrently 
with the success of the sales depart- 
ment, and that we cannot begin to 
function until the sales department 
has produced business on which we 
may begin our operations. We must 
be, in fact, executive in our thoughts 
as well as in our acts if we want the 
general management of the firm to 
recognize in us the right of equal con- 
sideration in the general management 
of the business. I find that the credit 
department is generally treated by the 
management and by the sales depart- 
ment in about the same general way 
as we may look upon ourselves. Our 
failure to conduct ourselves on a basis 
of dignified, cooperative effort will 
immediately set us down as unworthy 
of our position and will discount us in 
the eyes of the general management. 
This will keep us from having the 
privilege of passing on many of the 
more fundamental matters of business 
that ultimately affect our own depart- 
ment as well as that of the general 
business. 

We must, at all times, remember 
that the customer is the one who 
speaks the last word in the success of 
our business. He may talk little about 
his attitude toward the credit depart- 
ment; he never buys, however, with- 
out consideration of the future rela- 
tions of the credit department of the 
firm with whom he deals. Whether 
we like it or not, we cannot approach 
the question of general business with 
hope of success unless we think in 
terms of the overall needs of the cus- 
tomer. Every sale must, if our em- 
ployers succeed, be the foundation of 
another sale. 
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Plan That Cut Credit Period 





Be hiconl Average ail from 120 to 60 Days 


Extension of credit over a period 
of 120 days is unreasonably long 
Win some manufacturing and job- 
bing lines, but not in the whole- 
sale hardware business. It still is 
common in this industry because the 
industry itself is old and it has car- 
ried some of its early practices along 
to the present time. 

Yet one wholesale hardware con- 
cern that has bridged the years from 
the pioneering phase of the business 
to the present saw no reason why this 
loose credit practice should continue 
in face of modernization in all other 
practices, and it did something about 
it. The concern is the Beck & Gregg 
Hardware Company, Atlanta, 
Georgia. 

As a result of this program to re- 
duce outstanding accounts, the com- 
pany cut the average account period 
from 120 to 60 days, without either 
cutting off any customers who were 
on a credit basis before or losing any 
dealers because of the revised credit 
policy. 

“Not only did the program place 
our credit accounts in much better 
position, from a purely credit stand- 
point, but it doubled the amount of 
our available operating cash,” de- 
clares B. W. Brannon, vice-president 
and sales manager of the company. 
Credit manager, who carried out the 
program, is C. W. Bandy, also secre- 
tary of the company. 


Talked Plainly to Dealers 


HE first step in carrying out the 

plan was to write each dealer who 
was on a credit basis with the com- 
pany and explain the necessity of re- 
ducing the average outstanding ac- 
count period. In this same commu- 
nication, or through the salesmen who 
called on the accounts, depending on 
individual circumstances, the com- 
pany set a credit limit for every cus- 
tomer, regardless of his size or the 
amount of his purchases. The limit 
was liberal, taking into account the 
amount of the customer's business 
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over a long period as shown by the 
records, and his promptness or laxity 
in paying his accounts. 

At the same time, the company 
stressed the profit and advantages to 
the dealer of discounting all his bills, 
thereby not only keeping his account 
in perfect condition but making an 
extra profit out of each order for 
merchandise. 

To the company’s 40 salesmen, the 
company said, “We ought to be able 
to turn over our credits as fast as we 
turn our stock, and it is up to you to 
help us speed credit turnover as well 
as stock turnover.” 

Talks at district sales meetings and 
weekly bulletins to salesmen stressed 
the importance of the plan to reduce 
the outstanding period of the average 
account and pointed out the part the 
salesmen must play in the program if 
it should succeed. Every salesman 
was made an assistant credit man- 
ager, in duties if not in title. Hence- 
forth, the company pointed out, it 
was just as important for the sales- 
man to see that each of his accounts 
were in good condition from a credit 
standpoint as it was for him to sell 
merchandise. 


Salesmen Get Account Data 


TT HEREAFTER, each week every 

salesman received a memoran- 
dum, together with duplicate state- 
ments, covering slow accounts. 
Whether or not a customer’s credit 
was good or wobbly did not enter 
into it. If his account averaged over 
60 days old, the salesman received a 
memorandum and a duplicate state- 
ment, showing the exact condition, 
with instructions to talk to the cus- 
tomer about it. 

“We found that the limit we placed 
on each account was an important fac- 
tor in automatically reminding a cus- 
tomer that he was behind with his 
account,’ Mr. Brannon points out. 
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The limit set on the account was 
low enough that it automatically be- 
came dissipated through normal buy- 
ing if the customer permitted his ac- 
count to average over 60 days. Thus, 
in many cases, the salesman is able to 
point to the dealer’s credit limit, com- 
pare that with what he owes, and 
convince him that it was time for him 
to take care of the account, even be- 
fore he receives a memorandum from 
the credit department. 

“Tn order to carry out our program, 
which cut our credit time in half, it 
was largely a matter of selling dealers 
on the practicality of the credit 
limit,’ Mr. Brannon stresses. “Few 
customers objected to the limit idea 
and few thought their limit was too 
low. “Once they were sold on that, 
the credit business more or less took 
care of itself. When a dealer saw 
that he had reached his credit limit, 
he did not blame us for holding down 
his purchases, for he realized that the 
trouble was his own fault—he knew 
he had not been paying his account as 
promptly as he should have or he 
would not have reached his credit 
limit.” 

Circumstances Bring Exceptions 


NATURALLY, the company takes 

into consideration any unusual 
circumstances in enforcing its credit 
limit rule. If a customer makes an 
exceptionally large purchase for some 
large customer whose payment is tied 
up by logical routine, or when other 
similar circumstances intrude, the 
company takes that into account when 
selling the customer. By working in- 
dividually with its dealers, the com- 
pany has managed to bring about this 
healthy improvement in its credit de- 
partment without either offending or 
inconveniencing any of its credit cus- 
tomers, Mr. Brannon declares. This 
experience by this Atlanta wholesaler 
brings to mind a slogan which hangs 
in the office of a successful business 
man. The slogan was: Plan your 
work and work your plan.” 
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THE MANAGERIAL REVOLU- 
TION. By James Burnham. The 
John Day Co., Inc., New York. 
$2.50. 

In the nineteen thirties and up to 
early 1940, the author of this book 
was one of the leaders of the small 
Trotskyite wing of the Communist 
movement in the United States. Dur- 
ing that period he was calling upon 
all to follow Marx and Trotsky, 
claiming that what they advocated 
was based on a cold, scientific anal- 
ysis which led to the conclusion that 
communism was inevitable. 

Now in this book, Prof. Burnham 
(he has been teaching philosophy in 
New York University for about 15 
years) is telling us that what is com- 
ing is not the communist, but the 
“managerial” revolution. Again he 
goes to great lengths to convince us 
that only a cold, scientific analysis of 
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what is happening in the world today 
has led him to this conclusion. 

As in his Trotskyite days, he is 
still convinced that capitalism will 
disintegrate and disappear. But now 
he finds that its place will be taken 
not by the communism he used to ad- 
vocate, but by the “managerial” so- 
ciety—a society fashioned not in the 
image of its present masters, the 
capitalists (or of their presumptive 
heirs, the workers) but in that of the 
“managers,” a distinct class, whose 
economic interests, aspirations for 
power, and social philosophy, he de- 
clares, are entirely different from 
those of the capitalists or the workers. 

No one will lose his time or money 
in reading this book for Prof. Burn- 
ham writes well. There is always the 
thought that if he was wrong about 
Trotskyism, he may be wrong about 
his managerial revolution. 
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Member supervising National legislative 
work: E. C. Brunst, The Gruen Watch 
Company, Time Hill, Cincinnati, Ohio. 

Member supervising State legislative 
work: H. D. Palmer, Detroit Steel Prod- 
ucts Co., Detroit, Michigan. 


DISTRICT V — (Maryland, West Vir- 

ginia, Virginia and North Carolina) 

Member supervising National legislative 
work: William E. Moore, U. S. Fidelity 
& Guaranty Co., Calvert & Redwood Sts., 
Baltimore, Maryland. 

Member supervising State legislative 
work: A. D. Crummett, Virginian Electric, 
Inc., Charleston, West Virginia. 


DISTRICT VI—(Georgia, Florida, Ala- 
bama, South Carolina, Mississippi and 
Louisiana) 

Member supervising National legislative 
work: R. L. Simpson, C. T. Patterson 
Co., Inc., 800 S. Peters St., New Orleans, 
La. 

Member State 


supervising legislative 
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work: H. S. Collinsworth, Gramling & 
Collinsworth, 84 Central Avenue, S. W., 
Atlanta, Georgia. 


DISTRICT VII—(Kentucky and Ten- 
nessee ) 

Member supervising National legislative 
work: Fred W. Edwards, Bush-Krebs Co., 
408 W. Main St., Louisville, Ky. 

Member supervising State legislative 
work: J. C. Lauderdale, Gray & Dudley, 
Nashville, Tennessee. 


DISTRICT VIII—(Indiana and Illinois) 

Member supervising National legislative 
work: R. A. Carrier, Agar Packing & 
Provision Co., Union Stock Yards, Chi- 
cago, Illinois. 

Member supervising State legislative 
work: A. W. Macy, Indianapolis Glove 
Co., Indianapolis, Indiana. 


DISTRICT IX—(Missouri, Arkansas and 
Oklahoma) 

Member supervising National legislative 
work: H. E. Bucher, Graybar Electric 
Company, St. Louis, Missouri. 

Member supervising State legislative 
work: T. B. Hendrick, Collins-Dietz-Mor- 
ris Co., Oklahoma City, Oklahoma. 


DISTRICT X — (Minnesota, Wisconsin, 
North Dakota and South Dakota) 
Member supervising National legislative 
work: John Ledbetter, Northrup, King & 
Company, Minneapolis, Minnesota. 
Member supervising State legislative 
work: C. R. Keyser, Cudahy Bros. Co., 
Cudahy, Wisconsin. 


DISTRICT XI—(Nebraska, Kansas and 
Towa) 

Member supervising National legislative 
work: Fred Harris, John Deere Plow 
Company, Omaha, Nebraska. 

Member supervising State 
work: L. Motz, 
Sioux City, Iowa. 


legislative 
Armour & Company, 


DISTRICT XII — (Texas, New Mexico 
and Arizona) 

Member supervising National legislative 
work: R. C. Rancier, Southwestern Drug 
Corp., Dallas, Texas. 

Member supervising State legislative 
work: A. A. Martin, Momsen-Dunnegan- 
Ryan Co., El Paso, Texas. 


DISTRICT XIII—(California, 
Utah and Colorado) 

Member supervising National legislative 
work: Leon Rosenbaum, Consolidated 
Rock Products Co., 2730 S. Alameda St., 
Los Angeles, Calif. 

Member supervising State legislative 
work: A. I. Hermann, Union Lumber 
Company, Crocker Bldg., San Francisco, 
Calif. 


DISTRICT XIV—(Washington, Oregon, 
Idaho, Montana and Wyoming) 
Member supervising National legislative 
work: Frank Dudley, General Grocery 
Company, 45 S. E. Ash St. Portland, 
Oregon. 
Member supervising State legislative 
work: O. L. Woods, Fisher Flouring 
Mills Co., Inc., Seattle, Washington. 


Nevada, 


Members-at-Large 


Joseph F. Miller, Wayne Candies, Inc., 
Ft. Wayne, Indiana. 

T. G. Murphey, Sherwin Williams Com- 
pany, Cleveland, Ohio. 

C. R. Parks, North American Cement 
Co., Albany, New York. 

F. C. Aldridge, Linde Air Products Co., 
Birmingham, Alabama. 

Forrest S. Walden, Strevell Paterson 
Hardware Co., Salt Lake City, Utah. 


Sub-Committees 


Sub-Committee on State Trust Receipts 
Laws 
A. I. Hermann (Chairman), Union Lum- 
ber Company, San Francisco, Calif. 


R. A. Carrier, Agar Packing & Provi- 
sion Co., Chicago, Illinois. 

A. W. Macy, Indianapolis Glove Co., 
Indianapolis, Indiana. 

C. H. Rison, Grinnell Company, Provi- 
dence, R. I. 


Sub-Committee on Assignments of Ac- 
counts Receivable 

Frank Dudley (Chairman), General 
Grocery Company, Portland, Oregon. 

E. C. Brunst, The Gruen Watch Com- 
pany, Cincinnati, Ohio. 

Laurence S. Day, W. F. Schrafft & 
Sons Corp., Boston, Mass. 

A. L. Lambie, Blaw-Knox Company, 
Pittsburgh, Pa. 


Subcommittee on Bankruptcy 

Everett H. Brown, Jr., Shields, Clark, 
Brown & McCown, Philadelphia, Pa. 

A. D. Crummett, Virginian Electric, 
Inc., Charleston, W. Va. 

H. D. Palmer, Detroit Steel Products 
Co., Detroit, Michigan. 

Charles H. Bradshaw, Bausch & Lomb 
Optical Co., Rochester, N. Y. 


Subcommittee on Transportation Legisla- 
tion 

Clarence Riegel (Chairman), New York 
Credit Men’s Assn., New York, N. Y. 

W. E. Woollenweber, Wheeling Steel 
Corp., Wheeling, W. Va. 

F. H: Janke, American Brake Shoe & 
Foundry Co., 230 Park Ave., New York, 
N. ¥. 

A. L. Podrasnik, Chicago Times, Inc., 
211 W. Wacker Drive, Chicago, III. 

H. C. Crout, Colorado Fuel & Iron 
Corp., P. O. Box 1920, Denver, Colo. 

T. H. Steffens, Sand Springs Railway 
Co., Sand Springs, Okla. 


National Membership Executive Committee 


John L. Redmond, Chairman, Crompton- 
Richmond Co., Inc., 1071 6th Avenue, New 
York City, New York. 


Eastern Division Representatives: 

Paul W. Miller, Vice Chairman, Atlantic 
Steel Co., Atlanta, Georgia. 

Harry C. Jackson, American Hdwe. 
Corp., New Britain, Connecticut. 

Arthur L. Franklin, Pittsburgh Plate 
Glass Co., Baltimore, Maryland. 

Roland L. Wentworth, Petroleum Heat 
& Power Co., Boston, Massachusetts. 

Earl Tarbox, Pittsburgh Plate Glass 
Co., Newark, New Jersey. 

Paul M. Dugan, Timely Clothes, Inc., 
Rochester, New York. 
J. M. Heppenstall, 
Pittsburgh, Pennsylvania. 

J. D. Ford, Wheeling Steel Corporation, 
Wheeling, West Virginia. 

J. Henry Wendt, Graybar Electric Co., 
Richmond, Virginia. 


Heppenstall Co., 


J. T. Smith, Rosenfeld Co., 
Georgia. 

A. J. Schneider, Philadelphia National 
Bank, Philadelphia, Pennsylvania. 

Nash Eldridge, J. P. Stevens & Co., 
New York City. 


Central Division Representatives: 


Bruce R. Tritton, Vice Chairman, Amer- 
ican Stove Co., Cleveland, Ohio. 

Herman Faulstict, First National Bank, 
Chicago, III. 

Ray Shannon, Weyenberg Shoe Co., 
Milwaukee, Wisconsin. 

Miss Alleen Harrison, Tafel Electric 
Co., Louisville, Kentucky. 

F. C. Aldrich, Linde Air Products Corp., 
Birmingham, Alabama. 

E. V. Kidd, Studebaker Corporation, 
South Bend, Indiana. 

W. W. Mastin, Hall Manufacturing Co., 
Cedar Rapids, Iowa. 

W. A. Compton, 


Shreveport, Louisiana. 


Atlanta, 


Allen Mfg. Co., 


H. J. Lowry, Michigan Mutual Liability 
Co., Detroit, Michigan. 

John H. Cooper, Webb Publishing Co., 
St. Paul, Minnesota. 

Ed. Ronnau, Cook Paint & Varnish Co., 
Kansas City, Missouri. 

Jas. E. Saunders, Southwestern Drug 
Corp., Ft. Worth, Texas. 

J. R. Mackechnie, Wilson & Co., Okla- 
homa City, Okla. 


Western Division Representatives: 

R. W. Watson, Vice Chairman, Bank of 
America, Los Angeles, California. 

R. J. Stowell, National Bank of Com- 
merce, Seattle, Washington. 

E. Guyler Magruder, State 
Bank, El Paso, Texas. 

L. F. Fishbeck, Coast Packing Company, 
Los Angeles, California. 

E. M. Shapiro, California Packing Cor- 
poration, San Francisco, California. 


National 


National Credit Methods and Practices Committee 


Oscar S. Dietz, Chairman, General Elec- 
tric Supply Co., St. Louis, Mo. 


National Directors: 
John E. Ledbetter, Gen. Cr. Mgr., North- 


Credit and Financial Management . .......2.2.2.2.2.2. 43. 


rup, King & Co., 1500 Jackson, N.E., Min- 
neapolis, Minn. 
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James A. Mawn, Gulf Oil Corporation, 
31 St. James Avenue, Boston, Mass. 

G. B. McKee, Treas. V.P. Salt Lake 
Hardware Co., 105 North Third West, 
Salt Lake City, Utah. 

Member-Users: 

F. H. Eichler, Federated Metals Div., 

American Smelting & Refining Co., 1901 


National 


C. Callaway, Jr., Chairman, Crystal 
Springs Bleachery, Chickamauga, Ga. 


R. R. Rogers, Stubbs Electric Company, 
33 N. W. Park Ave., Portland, Oregon. 


E. K. Pfeil, Sec.-Mgr., Wheeling Assn. 
of Credit Men, 204 Natl. Bank of W. Va. 
Bldg., Wheeling, W. Va. 


William H. Pouch, Chairman, Concrete 
Steel Company, 2 Park Avenue, New York, 
NW. ©. 

J. H. Early, 1335 Balboa Ave., Bur- 
lingame, Calif. 

J. M. Buckelew, Talon, Inc., Meadville, 
Pa. 

E. J. Connor, Defender Photo Supply 
Co., Inc., 664 Driving Park Ave., Roch- 
ester, N. Y. 


P. M. Haight, Chairman, Secretary- 
Treasurer, International General Electric 
Company, 570 Lexington Avenue, New 
York, N. Y. 

Herman Brock, Vice-President, Guar- 
anty Trust Company of New York, 140 
Broadway, New York, N. Y. 


Mercer Brugler, Asst. Treas. The 
Pfaudler Co., 89 East Avenue, Rochester, 
i # 


Army Street, San Francisco, Cal. 

E. N. Felio, Colgate-Palmolive-Peet Co., 
105 Hudson St., Jersey City, N. J. 

I. R. Wager, E. J. Brach & Sons, P. O. 
Box 802, Chicago, Ill. 


Secretary-Managers: 
C. P. King, Manager, Seattle Association 





of Credit Men, Marion Bldg., Seattle, 
Wash. 

E. K. Pfeil, Secretary, Wheeling Assn. 
of Credit Men, 206 National Bank of W. 
Va. Bidg., Wheeling, W. Va. 

Hugh Wells, Secretary, Cleveland Assn. 
of Credit Men, 410 Leader Bldg., Cleve- 


land, Ohio. 


Adjustment Bureau Executive Committee 


Fred W. Edwards, Bush-Krebs 


Louisville, Ky. 
Howard S. Almy, Asst. Sec., Collyer In- 
sulated Wire Co., Pawtucket, R. I. 


E. C. Correll, Sec. Memphis Assn. of 
Credit Men, 802 McCall Bldg., Memphis, 
Tenn. 


Go., 


Educational Committee 


G. C. Klippel, Van Camp Hardware & 
Iron Co., 401 W. Maryland St., Indianapo- 
lis, Ind. 


Harry L. Wuerth, Commerce Trust Co., 
10th & Walnut, Kansas City, Mo. 

A. A. Martin, Momesen-Dunnegan-Ryan 
Co., El Paso, Texas. 

George C. Kugler, W. H. Smith Paper 
Corp., 121 Hudson Ave., Albany, N. Y. 


Foreign Credit Executive Committee 


F. E. Caffrey, Asst. Div. Treas., Pitts- 
burgh Plate Glass Company, 2-10 Chester 
Avenue, Newark, N. J. 

C. Callaway, Jr., Treas., Crystal Springs 
Bleachery, Inc., Chickamauga, Ga. 

T. J. Digan, Vice-President, U. S. Steel 
Export Company, 30 Church Street, New 
York, N. Y. 

L. A. Farquhar, Treasurer, Burroughs 
Adding Machine Company, 6071 Second 


Lawrence Holzman, Exec. Sec-Mgr., 
San Diego Wholesale Credit Men’s Assn., 
524 B Street, San Diego, Calif. 

Harry J. Delaney, Vice Pres., Meinhard, 
Greeff & Co., Inc., 51 Madison Ave., New 
York, N. Y. 

Fred L. Andrews, Treas., Davis Bros. 
Inc., Denver, Colo. 


C. Rodriguez, Davol Rubber Company, 
Providence, R. I. 

J. J. Killacky, John Sexton & Co., P. O. 
Box J-S, Chicago, IIl. 

Frank E. Byrne, Cannon Mills, 70 Worth 
St., New York City. 

F; C. Young, Westinghouse Air Brake, 
Pittsburgh, Pa. 

B. W. L. Blanton, III, Larus & Bro. Co., 
22nd & Cary Sts., Richmond, Va. 


Boulevard, Detroit, Mich. 


Paul Fielden, Credit Manager, Norton 
Company, Worcester, Mass. 


P. A. Hoyt, Exec. Vice-President, 
Oliver United Filters Inc., 2900 Glascock 
Street, Oakland, Calif. 

Z. C. Oseland, Treasurer, The Goodyear 
Tire & Rubber Company, 1144 E. Market 
Street, Akron, Ohio. 


Supervisory Committee, Foreign Credit Interchange 


R. F. Bray, Chairman, U. S. Steel Ex- 
port Co., 30 Church St., New York, N. Y. 

J. W. Barr, The Quaker Oats Company, 
17 Battery Place, New York, N. Y. 

F. E. Byrne, Cannon Mills, Inc., 70 
Worth St., New York, N. Y. 

L. D. Duncan, National Distillers Prod- 
ucts Corp., 120 Broadway. New York, 
mW. 

A. N. Gentes, Guaranty Trust Co. of 
New York, 140 Broadway, New York, 
N. Y. 


P. M. Haight, International General 


Electric Co., Inc., 570 Lexington Avenue, 
New York, N. Y. 

Clarence Kaeber, The Electric Storage 
Battery Co., 19th St. & Allegheny Ave., 
Philadelphia, Pa. 


F. Lejarza Saenz, Mallinckrodt Chem- 





C. E. Meek (Chairman), Assistant Vice- 
President, Chemical Bank & Trust Com- 
pany, 165 Broadway, New York, N. Y. 
G. W. Patterson, Credit Manager, Amer- 
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ical Works, 72 Gold Street, New York, 
N. Y. 

A. H. Mader, American Chicle Co., 
Thomson Ave. & Manly St., Long Island 
City, N. Y. 

W. T. Moran, National City Bank of 
New York, 55 Wall Street, New York, 
N. Y. 

E. H. Niehaus, Butler Brothers, 860 
Broadway, New York, N. Y. 

Knud Nielsen, Belden Manufacturing 
Co., 4647 W. Van Buren Street, Chicago, 
Ill. 

G. W. Patterson, American Cyanamid 
Company, 30 Rockefeller Plaza, New 
York, N. Y. 

A. E. Reed, The W. S. Tyler Company, 
Cleveland, Ohio. 

G. P. Reinberg, White Laboratories, 
Inc., 113 North 13th Street, Newark, N. J. 


National Fire Prevention Committee 


ican Cyanamid Company, 30 Rockefeller 
Plaza, New York, N. Y. 

E. W. Shepard, Treasurer, Graybar Elec- 
tric Company, Inc., Graybar Bldg., Lexing- 
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R. M. Ryan, RCA Manufacturing Co., 
Inc., Camden, New Jersey. 

W. Sanders, Washburn Crosby Com- 
pany, Inc., 80 Broad Street, New York, 
mo 

Einer Sather, Colt’s Patent Fire Arms 
Mfg. Co., Hartford, Conn. 

Wm. H. Schmidt, Morse & Rogers, 21 
Hudson Street, New York, N. Y. 

E. M. Shapiro, California Packing 
Corp., 101 California Street, San Fran- 
cisco, Calif. 

H. J. Sheehan, Norton Company, 125 
Barclay Street, New York, N. Y. 

F. J. Squires, The Sherwin-Williams 
Co., Brown St. & Lister Ave., Newark, 
N. J. 

C. B. Taylor, U. S.- Rubber Export Co., 
Ltd., 1790 Broadway, New York, N. Y. 


ton Ave. and 43rd St., New York, N. Y. 
Ralph L. Smith, Pyrene Manufacturing 


Company, 560 Belmont Ave., Newark, 


N. J. 
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Credit Women’s Executive Committee 


S. Jane White, Chairman, Cleveland Ice 
Cream Company, West 47th & Train Ave- 
nue, Cleveland, Ohio. 

Alma Appel, Bakers Purchasing Com- 
pany, 2416 Enterprise Street, Los Angeles, 
California. 

Irene Austin, Thinshell Products, Inc., 
1465 West 37th St., Chicago, Illinois. 

Irene Fitzpatrick, Fred Medart Manu- 
facturing Company, Potomac and DeKalb 
Streets, St. Louis, Missouri. 

Margaret Flaherty, General Motors Ac- 
ceptance Corp., Continental Oil Building, 
Denver, Colorado. 


Joseph Rubanow (Chairman), Manufac- 
turers Trust Company, 681 8th Ave., New 
York, N. Y. 

William C. Hussey (Vice Chairman), 
Levy Bros. & Adler Rochester Inc., 21 
Hand Street, Rochester, New York. 

Fred J. Hamerin, Lilly Varnish Com- 
pany, 666 S. California Street, Indianapo- 
lis, Ind. 


Terese K. Gardner, The Stationers, Inc., 
926 Pacific Avenue, Tacoma, Washington. 


Bobbie T. Hunter, Eaton-Clark Com- 
pany, 1490 Franklin Street, Detroit, Mich- 
igan, 


Inez Johnson, Chalmette Petroleum 
Corp., American Bank Bldg., New Orleans, 
Louisiana. 


Blanche Scanlon, Nash Coffee Company, 
1330 N. E. Quincy Street, Minneapolis, 
Minnesota. 


Alice Smith, Tuttle Paint & Glass Com- 


National Publications Committee 


Mark D. Stevens, Heywood-Wakefield 
Co., Gardner, Mass. 

R. B. Gratzer, Courier-Journal & Louis- 
ville Times Co., 328 W. Liberty Street, 
P. O. Box 419, Louisville, Ky. 

Victor D. Stuart, Tribune Publishing 
Co., 13th & Franklin St., Oakland, Calif. 

Dwight Sherburne, A. Burdsal Co., 
Georgia & Capitol, Indianapolis, Ind. 








pany, 1616 Bassett Avenue, El Paso, 


Texas. 
Doris M. Weir, Utica Office Supply 
Company, Utica, New York. 


Anne Spitzer Werner, International 
Handkerchief Mfg. Co., 136th & Willow 
Avenue, New York City. 


Norma Wiberly, Roessing Manufactur- 
ing Company, Sharpsburg Station, Pitts- 
burgh, Pennsylvania. 

Marie Ferguson, Secretary, National As- 
sociation of Credit Men, One Park Ave- 
nue, Room 1010, New York City. 


Wilson M. Brown, State Planters Bank 
& Trust Co., Richmond, Va. 

Jos. A. McBrien, Jordon Stevens Co., 
200 Third Ave. No., Minneapolis, Minn. 

Miss Mabel S. Wilke, Continental Scale 
Corp., 5701 S. Claremont Ave., Chicago, 
Illinois. 


Affiliated Associations in N. A. C. M. 


(Listed by cities and giving names of Associations and thei Secretaries) 


AKRON, O.—Akron Credit Club (Br. 
of Cleveland A.C.M.); Sec., E. W. Alex- 
ander, c/o Summit Whlse. Grocery Co., 36 
S. College St. 

ALBANY, N. Y.—Eastern New York 
A:C.M.; Secy., Clark V. Hendee, P. O. 
Box 725. 

ALBUQUERQUE, N. Mex. — Whole- 
salers’ C.A. of New Mexico (Br. of El 
Paso) ; Dist. Mgr., H. V. Vance, 214 Kor- 
ber Bldg., or P. O. Box 1334. 

ALLENTOWN, Pa. — Lehigh Valley- 
Berks C.A., Inc.; Secy., J. H. J. Rein- 
hard, 501-503 Hunsicker Bldg. 

AMARILLO, Tex.—Tri-State A.C.M. 
(Br. of El Paso) ; Mgr., George G. Boyd, 
Capitol Hotel Bldg., P. O. Box 1820. 

ATLANTA, Ga. — Atlanta A.C.M.; 
Secy.-Mgr., Norman McKinney, 41 Ex- 
change Pl., Commercial Exchange Bldg. 

AUSTIN, Tex. — Austin Wholesale 
C.M.A., Inc.; Secy.-Mgr., Horace C. Barn- 
hart, 1103 Norwood Bldg., P. O. Box 1016. 

BALTIMORE, Md. — Baltimore 
A.C.M.; Secy.-Mgr., George J. Lochner, 
19 E. Fayette St. 

BELLINGHAM, Wash. — Bellingham 
A.C.M.; Secy.-Treas. & Mgr., W. F. Fish- 
er, 520 Bellingham Nat’l Bank Bldg. 

BILLINGS, Mont.—Montana-Wyoming 
A.C.M.; Secy.-Treas. M. J. Davies, 439- 
441 Stapleton Bldg., P. O. Box 1395. 

BINGHAMTON, N. Y. — The Triple 
Cities A.C.M.; Acting Secy., Miss Bess 
R. Havens, c/o Ist National Bank, Chen- 
ango St. P. O. Box 1109. 

BIRMINGHAM, Ala. — Alabama 
A.C.M.; Secy.-Mgr., W. C. Darby, 516 
Lyric Bldg. 
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BLUEFIELD, W. Va. — Bluefield 
A.C.M.; Secy.-Treas., Clyde B. Smith, 
Bailey Bldg., P. O. Box 449. 

BOSTON, Mass. — Boston C.M.A.; 
Secy., Joseph M. Paul, 38 Chauncy St. 

BRIDGEPORT, Conn. — The Bridge- 
port A.C.M.; Secy., D. Wheeler Clark, 
c/o Acme Shear Co., 82 Hicks St. 

BRISTOL, Va.-Tenn.—Bristol A.C.M.; 
Secy., Geo. D. Helms, P. O. Box 333. 

BUFFALO, N. Y.—C. A. of Western 
New York; Secy.-Treas., Ira D. Johnson, 
50 Court St. 

BURLINGTON, Iowa — Burlington 
A.C.M.; Secy.-Treas., Jesse L. Thomas, 
614-616 Farmers & Merchants Bank Bldg. 

CANTON, O.—Canton A.C.M. (Canton 
Chapter of the Cleveland A.C.M.) ; Secy., 
L. M. Denman, c/o The Canton Provision 
Co., Carnahan Ave., N. E. 

CEDAR RAPIDS, Iowa—Cedar Rapids 
A.C.M.; Secy., Milo O. Hanzlik, 619 
Higley Bldg. 

CHARLESTON, W. Va. — The 
Charleston A.C.M., Inc.; Secy.-Treas., Ira 
W. Belcher, Rm. 400-1, 804 Quarrier St. 
or P. O. Box 561. 

CHARLOTTE, N. C.—The C.M.A. of 
the Carolinas; Secy.-Treas., C. B. Smith, 
504 Commercial Bank Bldg., P. O. Box 
668. 

CHATTANOOGA, Tenn. — Chatta- 
nooga A.C.M.; Secy.-Treas., G. Royal 
Neese, Suite 1124 Hamilton Nat’l Bank 
Bldg. 

CHICAGO, Ill—The Chicago A.C.M.; 
Secy., Harvey T. Hill, 21st Fl. Merchandise 
Mart, 222 North Bank Drive. 

CINCINNATI, O. — The Cincinnati 
A.C.M.; Secy.-Mgr., Harry W. Voss, 720 
Temple Bar Bldg. 
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CLARKSBURG, W. Va.—Central West 
Virginia Credit & Adjustment Bureau; 
Secy., U. R. Hoffman, 408-9 Union Na- 
tional Bank Bldg. 

CLEVELAND, O. — The Cleveland 
A.C.M.; Secy.-Mgr., Hugh Wells, 410 
Leader Bldg. 

DALLAS, Tex.—The Dallas Wholesale 
C.M.A.; Secy.-Megr., Paul A. Kerin, 525 
Santa Fe Bldg. 

DAVENPORT, Iowa — Tri-City 
C.M.A.; Secy., H. B. Betty, Lane Build- 
ing. 

DAYTON, O.—Dayton A.C.M.; Secy.- 
Mgr., Frank O. Hax, 303 Eleven W. 
Monument Bldg. 

DENVER, Colo.—The Rocky Mountain 
A.C.M.; Secy.-Mgr., J. B. McKelvy, Suite 
626-35, 14th St. Bldg. 

DES MOINES, Iowa — Des Moines 
C.M.A.; Secy.-Treas., Don E. Neiman, 
1015 Valley Bank Bldg. 

DETROIT, Mich. — Detroit A.C.M.; 
Secy.-Mgr., L. E. Phelan, 302 Francis 
Palms Bldg., 2111 Woodward Ave. 

DULUTH, Minn. — Duluth - Superior 
District C.A.; Secy.-Treas., E. G. Robie, 
401-402 Christie Bldg. 

ELMIRA, N. Y. — Elmira A.C.M.; 
Secy., James E. Personius, 521-529 Robin- 
son Bldg. 

EL PASO, Tex. — Tri-State A.C.M.; 
Secy.-Mgr., J. L. Vance, 620 Caples Bldg., 
P. O. Box 1946. 

EVANSVILLE, Ind.— The Evansville 
A.C.M.; Secy., Victor Ahrens, 501 Old 
Nat’l Bank Bldg. 

FARGO, N. D. — Fargo-Moorhead 
A.C.M.; Secy.-Treas. E. C. Boelter, c/o 
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Fargo-Moorhead Business Service, 602%4 
Center Ave., or P. O. Box 64, Moorhead, 
Minn. 

FORT WAYNE, Ind. — Fort Wayne 
A.C.M., Inc.; Secy., Fred K. White, 312 
Transfer Bldg. 

FORT WORTH, Tex. — Fort Worth 
A.C.M.; Secy., W. O. Anderson, W. T. 
Waggoner Bldg., R. 215. 

FRESNO, Calif. — Fresno Chapter, 
Credit Managers Ass’n of Northern and 
Central California; Secy.-Mgr., M. F. 
Troxell, 537 Brix Bldg. 

GRAND FORKS, N. D.—Grand Forks 
A.C.M.; Secy.-Treas., Oscar A. Odegaard, 
c/o Armour & Co. 

GRAND RAPIDS, Mich.—Grand Rap- 
ids A.C.M.; Exec. Secy., Edward DeGroot, 
602 Association of Commerce Bldg. 

GREEN BAY, Wis.—Northern Wiscon- 
sin-Michigan A.C.M.; Secy.-Mgr., R. C. 
Creviston, Rm. 1 Cady Land Co. Bldg., 
206 Main St., P. O. Box 626. 

HARRISBURG, Pa. — Harrisburg 
A.C.M.; Secy.-Treas., Earl V. Glace, c/o 
Devine & Yungel Shoe Mfg. Co. 

HARTFORD, Conn. — Hartford 
A.C.M.; Secy., R. J. Bertini, c/o New 
Britain Nat’l Bank, New Britain, Conn. 

HONOLULU, T. H. — Honolulu 
A.C.M.; Secy. & Gen. Mgr., H. W. Hel- 
bush, 316 S. M. Damon Bidg., P. O. Box 
174. 

HOUSTON, Tex. — Houston A.C.M., 
Inc.; Secy.-Mgr., Stuart F. La Chance, 
919 M & M Bidg. 

HUNTINGTON, W. Va. — Tri-State 
A.C.M.; Secy.-Treas., C. C. Harrold, 228 
First Huntington Nat’l Bank Bldg. 

INDIANAPOLIS, Ind. — Indianapolis 
A.C.M.; Exec. Mgr., Merritt Fields, Peo- 
ples Bank Bldg. 

JACKSON, Mich. — Jackson A.C.M.; 
Secy., Lewis O. Atherton, 127 N. Wisner 
St. 

JAMESTOWN, N. Y.—The Jamestown 
A.C.M.; Secy., Ward Belknap, c/o W. I. 
Blystone Mattress Mfg. Co., Inc. 

JOHNSTOWN, Pa.—C.A. of Western 
Pennsylvania; Dist. Mgr., John R. Vogle, 
634 Swank Bldg. 

KALAMAZOO, Mich.—C.A. of South- 
western Michigan; Secy.-Mgr., Geo. H. 
Martin, Todd Bldg., 343 N. Rose St. 

KANSAS CITY, Mo. — Kansas City 
A.C.M.; Secy.-Treas., L. C. Smith, 316 
Carbide & Carbon Bldg., 912 Baltimore 
Ave. 

KNOXVILLE, Tenn. — Knoxville 
A.C.M.; Secy., W. A. DeGroat, 411 Fidel- 
ity-Bankers Trust Bldg., P. O. Box 2188. 

LANSING, Mich. — Lansing A.C.M.; 
Secy., Lawrence L. Kowalk, c/o Mill 
Supplies Corp., 316 E. Michigan Ave. 

LEWISTON, Idaho—Lewiston Whole- 
sale C.A.; Secy.-Treas., Frank Morris, 
Rm., 307 Breier Bldg., P. O. Box 223. 

LEXINGTON, Ky.—Lexington C.M.A. 
(under Louisville) ; Dist. Representative, 
Malcolm Riddle, 401 Bank of Commerce 
Bldg. 

LINCOLN, Nebr. — Lincoln A.C.M.; 
Secy.-Treas., W. C. Steffensmeyer, c/o 
Sidles Co., 1228 P St., or P. O. Box 1226. 

LITTLE ROCK, Ark. — Little Rock 
A.C.M.; Secy., Mrs. L. Periman, 219 
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Pyramid Bldg., 221 W. 2nd St. 

LOS ANGELES, Calif—Los Angeles 
C.M.A.; Secy., S. P. Chase, 111 W. Sev- 
enth St. 

LOUISVILLE, Ky. — Louisville 
C.M.A.; Secy.-Mgr., S. J. Schneider, 320 
W. Main St. 

MANILA, P. I.—A.C.M., Inc. (P. I.)— 
Secy.-Treas., W. J. Diehl, c/o Tide Water 
Associated Oil Co., P. O. Box 1632. 

MEMPHIS, Tenn.—Memphis A.C.M.; 
Secy., E. C. Correll, P. O. Box 344, or 
802 McCall Bldg. 

MILWAUKEE, Wis.—The Milwaukee 
A.C.M.; Secy.-Mgr., Herman S. Garness, 
632-646 Milwaukee Gas Light Co. Bldg., 
715 N. Van Buren St. 

MINNEAPOLIS, Minn. — Minneapolis 
A.C.M.; Secy.-Treas., Brace Bennitt, 420 
Rand Tower. 

NASHVILLE, Tenn. — Nashville 
A.C.M.; Secy.-Treas., Buford K. Harmon, 
705-709 Stahlman Bldg. 

NEWARK, N. J.—New Jersey A.C.M.; 
Secy.-Mer., William H. Whitney, Rm. 
800, 11 Hill St. 

NEW HAVEN, Conn. — New Haven 
A.C.M.; Secy., Geo. H. Preiss, c/o Win- 
chester Repeating Arms. 

NEW ORLEANS, La.—New Orleans 
C.M.A.; Secy.-Treas. & Megr., Fred L. 
Lozes, 1007 Queen & Crescent Bldg., Camp 
St. & Natchez Pl. 

NEW YORK, N. Y. — New York 
C.M.A.; Secy., C. L. Riegel, 354 Fourth 
Ave. 

NORFOLK, Va.—Norfolk Tidewater 
A.C.M., Inc.; Secy., B. V. Reynolds, c/o 
Frank G. Ennis Paper Co., 227 Tazewell 
St. 

OAKLAND, Calif—Wholesalers C.A. 
of Oakland, California; Secy.-Mgr., Ken- 
neth S. Thomson, Suite 218 Central Bank 
Bldg., 14th & Bway. 

OKLAHOMA CITY, Okla. — Okla- 
homa Wholesale C.M.A.; Secy.-Mgr., M. 
D. Pemberton, 901-904 Cotton-Grain Ex- 
change Bldg. 

OMAHA, Nebr. — Omaha A.C.M.; 
Exec.-Mgr., G. P. Horn, 2nd FIl., Sunder- 
land Bldg., 15th & Harney Sts. 

OSHKOSH, Wis. — Central Wisconsin 
A.C.M.; Secy.-Mgr., Charles D. Breon, 
311-312 First Nat'l Bank Bldg. 

PARKERSBURG, W. Va. — Parkers- 
burg-Marietta A.C.M.; Secy., R. C. Lantz, 
1045 24th St. 

PEORIA, Iti. — The Peoria A.C.M.; 
Ass’t Secy., Miss E. M. Dunn, 309 S. Jef- 
ferson St. 

PHILADELPHIA, Pa—The C.M.A. 
of Eastern Pennsylvania; Secy., J. Stan- 
ley Thomas, Rm. 800 Land Title Bldg., 
Broad & Chestnut Sts. 

PHOENIX, Ariz.—Wholesalers C.A. of 
Arizona; Secy.-Mgr., R. V. Willis, Post 
Office Box 3513 or 132 S. Central. 

PITTSBURGH, Pa. — The C.A. of 
Western Pennsylvania; Secy. & Exec. 
Mer., H. M. Oliver, 701 Commonwealth 
Annex. 

PORTLAND, Ore. — The Portland 
A.C.M.; Exec. V. P. & Mgr., E. W. John- 
son, 471 Pittock Block. 

PROVIDENCE, R. I. — Rhode Island 
A.C.M.; Exec. Secy. Mgr., Henry T. 
Farrell, 87 Weybosset St. 

RICHMOND, Va.—Richmond A.C.M. 
Inc.; Acting Secy., Harry F. Boswell, 218 








Travelers Bldg., P. O. Box 1178. 

ROANOKE, Va. — Roanoke A.C.M.; 
Secy.-Treas., H. W. Hobson, c/o Roanoke 
City Mills, Inc., P. O. Box 2045. 

ROCHESTER, N. Y.—The Rochester 
A.C.M., Inc.; Exec. Secy., Jack D. Cogs- 
well, 34 State St., Suite 408. 

SACRAMENTO, Calif. — Sacramento- 
Stockton Chapter, Credit Managers Ass’n 
of Northern and Central California; Secy.- 
Megr., C. J. Morrissey, 322 Forum Bldg., 
9th & Kay Sts. 

SAGINAW & BAY CITY, Mich. — 
Northeastern Michigan A.C.M.; Secy.- 
Treas., F. M. Carle, 212 North Mason 
St., Saginaw, Mich. 

ST. JOSEPH, Mo.—St. Joseph A.C.M.; 
Secy., Noble Ayers, Jr., c/o Ayers Auto 
Supply Co., 1302 Frederick Ave. P. O. 
Box 976. 

ST. LOUIS, Mo.—St. Louis A.C.M.; 
Secy.-Treas. & Megr., Orville Livingston, 
1204 Paul Brown Bldg. 

ST. PAUL, Minn.—St. Paul A.C.M.; 
Secy.-Treas., T. E. Reynolds, Guardian 


Bldg. 
SALT LAKE CITY, Utah — Inter 
Mountain A.C.M.; Secy.-Mgr., Robert 


Peel, Suite 321-329 Utah Oil Bldg., P. O. 
Box 866. 

SAN ANTONIO, Tex.—San Antonio 
Wholesale C.M.A.; Secy., James Caldwell 
c/o Wm. Van Hoogenhuyze Hdwe Co., 
P. O. Box 29. 

SAN DIEGO, Calif. — San Diego 
Wholesale C.M.A.; Exec. Secy.-Mgr. & 
Treas., Lawrence Holzman, 508 Common- 
wealth Bldg., Fifth & B St. 

SAN FRANCISCO, Calif. — Credit 
Managers Ass’n of Northern & Central 
California; Secy.-Mgr., O. H. Walker, 333 
Montgomery St. 

SEATTLE, Wash. — Seattle A.C.M.; 
Secy.-Mgr. & Treas., C. P. King, 6th FI. 
Marion Bldg. 

SHREVEPORT, La. — Shreveport 
Wholesale C.M.A., Inc.; Secy.-Treas. & 
Megr., John A. B. Smith, 214 Ardis Bldg., 
or P. 0: Box 371. 

SIOUX CITY, Iowa — Interstate 
A.C.M.; Exec. Mgr., Virgil Combs, 436- 
439 Davidson Bidg., P. O. Box 1260. 

SIOUX FALLS, S. D. — Sioux Falls 
A.C.M.; Secy., D. D. Maddux, 214 Secur- 
ity National Bank Bldg. 

SOUTH BEND, Ind. — South Bend 
A.C.M.; Exec. Mgr., Kenneth A. Ball, 413 
Pythian Bldg. 

SPOKANE, Wash. — Spokane Mer- 
chants’ Ass’n; Secy.-Treas., C. O. Bergan, 
718 Realty Bldg. 

SPRINGFIELD, I11. — Springfield 
A.C.M.; Secy., Miss Eda Mueller, c/o 
Geo. A. Mueller Co. 

SPRINGFIELD, Mass. — Western 
Massachusetts A.C.M.; Secy., Allister R. 
Tulloch, 11 Court House Place. 

SYRACUSE, N. Y.—Syracuse A.C.M.; 
Secy., Joseph E. Reese, 404 Herald Bldg., 
332 South Warren St. 

TACOMA, Wash: — Tacoma A.C.M.; 
Secy.-Mgr., Edw. B. Lung, P. O. Box 
1346, or 505 Perkins Bldg. 

TAMPA, Fla—Tampa A.C.M.; Secy.- 
Mgr., Duval M. Smith, 311-315 Stovall 
Professional Bldg. or P. O. Box 2128. 

TERRE HAUTE, Ind. — The Terre 
Haute A.C.M.; Secy., Miss Wanita Gil- 
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christ, c/o Mid-Continent Petroleum Co., 
Milks Bldg. 

TOLEDO, O.—Toledo A.C.M.; Megr., 
C. Howard Saberton, 316 Commerce 
Guardian Bank Bldg. 

UTICA, N. Y.—Utica A.C.M.; Secy., 
Helen J. Switzer, 2602 Genesee St. 

WACO, Texas — Waco Wholesale 
C.M.A., Inc.; Secy. & Treas., Jack Callan, 
c/o McLendon Electric & Radio Co. 

WASHINGTON, D. C.— Washington 
A.C.M.; Secy.-Mgr., George A. Wilkin- 
son, The Bowen Bldg., 815 15th St. N. W. 

WATERBURY, Conn. — Waterbury 
A.C.M.; Secy., H. G. Pinter, c/o Chase 
Brass & Copper Co., 236 Grand St. 

WATERLOO, Iowa — Waterloo 
A.C.M.; Secy., James C. Graham, 314 
Insurance Bldg. 

WHEELING, W. Va. — Wheeling 
A.C.M.; Secy., E. K. Pfeil, 204 Nat’l Bank 
of W. Va. Bldg. 

WICHITA, Kans. — The Wichita 
A.C.M., Inc.; Secy.-Treas. M. E. Gar- 
rison, 429 First Nat’l Bank Bldg. 

WORCESTER, Mass. — Worcester 
County A.C.M.; Secy., Gerald McClure, 
c/o Johnson Steel & Wire Co., 53 Wiser 
Ave. 

YOUNGSTOWN, O. — The Youngs- 
town A.C.M.; Secy., O. E. Johnson, 318 
Mahoning Bank Bldg. 
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(Continued from page 18) 
excessive in terms of the time re- 
quired for conversion into finished 
goods ; supplies should not be exces- 
sive in terms of their need in the 
manufacturing process; goods in 
process should not represent too great 
a part of total inventories and should 
be sufficient only to insure a normal 
continuity of needed products; and 
finished goods should not be excessive 
in terms of the time required for con- 
version into cash or_ receivables 
through sales. 

Secondly, there should be a bal- 
ance within the total of the raw mate- 
rials. Materials should tend to be 
found in inventories in the same pro- 
portions as they are fed to the manu- 
facturing process or appear in the fin- 
ished product. For instance, if two 
parts of material A are required in 
the manufacturing process to one part 
of material B, then quantities of mate- 
rial A in the inventories should tend 
to be twice as large as quantities of 
material B if a balance is to be 
achieved. Where it is practicable to 
determine the quantities of each class 
of materials used in the manufactur- 
ing process during the year, it is a 
comparatively simple matter to check 
the materials for balance by relating 
the year-end inventory quantity of 
each material to the quantities used. 
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November 1941 over the same 

month a year ago was reported 

by 2,870 wholesalers, according 
to an announcement released today 
by J. C. Capt, Director of the Census. 
This spread cver last November 
falls short of the gain of 31 per cent 
for the first 11 months of 1941. Gains 
of more than 30 per cent over corre- 
sponding months of 1940 were re- 
ported from April through October. 
November sales were 14 per cent 
under October 1941, a greater than 
usual seasonal decline. 

The tapering off in sales gains re- 
flecfs the experience of consumer- 
goods lines. These trades, in general, 
declined more than seasonally from 
October, and were characterized by 
narrowing margins over 1940. The 
gain over November 1940 for furni- 
ture wholesalers was 20 points less 
than that noted in October. Sales 
expansions of the grocery and cloth- 
ing trades contracted 10 points from 
a month ago. The recession in these 
wholesale lines this month follows a 
leveling off in sales gains reported 
for October and November by the 
series “Retail Sales, Independent 
Stores.” 

While industrial lines continued to 
lead all other trades in sales gains, 
only wholesalers of industrial chem- 
icals and paints and yarnishes re- 
ported a greater spread over 1940 
for November than for the year to 
date. The gains of 30-40 per cent 
over November 1940 for various 
heavy lines represent further expan- 
sions over the favorable records of 
these trades a year ago when they 
were leading the upswing in whole- 
sale trade. For 1941 to date, whole- 


ae sales gain of 24 per cent for 
Y 


sale trade gains are paced by the fol- 
lowing margins: metals (68 per 
cent), industrial supplies (67 per 
cent), electrical goods (64 per cent) 
and machinery, equipment and sup- 
plies (60 per cent). 

The cost value of inventories on 
hand at the end of November rose 2 
per cent from the beginning of the 
month. This rise in stocks is counter 
to the 14 per cent decrease in sales 
from the previous month. The in- 
crease in stocks over November 30, 
1940 amounted to 24 per cent, the 
strongest rise over the corresponding 
month of the preceding year that has 
been recorded during the four years 
this information has been collected. 
For the. first time in fourteen months, 
the ratio of stocks to sales was as 
high as for the corresponding month 
of the preceding year. 

Collections on accounts receivable 
were more favorable in November 
than during the same month of last 
year, but declined seasonally from 
October 1941. Collections equaled 73 
per cent of accounts receivable as of 
November 1, compared with collec- 
tion percentages of 70 for November 
1940 and 79 for October 1941. Ac- 
counts receivable were 27 per cent 
greater on November 1, 1941 than 
at the same date in 1940, and 2 per 
cent above October 1, 1941. 

This monthly study is conducted 
jointly by the National Association 
of Credit Men and the Bureau of the 
Census. Detailed figures are pre- 
sented in the following tables and in 
summary for the United States, and 
insofar as the data permit without 
disclosing individual operations, by 
geographic divisions. 





The same principle of balance ap- 
plies to supplies in the current in- 
ventory asset. The various classes 
of supplies within the total should 
tend to be proportionate to the ratio 
in which each is required in the man- 
ufacturing process. 


@.. 


The final consideration applies with 
equal force to the inventories of re- 
tailers and wholesalers. Each prod- 
uct or group of products in the total 
should be proportionate to the ratio 
of each product or group of products 
in the volume of sales activity. 
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WHOLESALERS’ sales and inventories, November, 1941 


Sales—Current Month a a Inventory—End-of-Month(At Cost) 


Percent change Percent chan 
Kind of Business Nov.1941 from . [Percent 11 Mos. Number | Nov.1941 from. Nov. 30, 


Nov. | Oct. dd M. reporting] Nov. ; add 
1940 | 1941 : stocks | 1940 (000’s) 


Automotive supplies + 4,866 
Chemicals (industrial) 649 
Paints and vernishes. 1,078 
Clothing and furnishings, except shoes 1,101 
Shoes and other footwear 6,952 
30,054 

19,897 

35,361 

385 

335 


Farm supplies ee sai 
Furniture and house furnishings 8,251 
Groceries and foods, except farm products : 

Full-line wholesalersft 

Voluntary-group wholesalers 

Retailer-cooperative warehouses 

Specialty lines 
Confectionery 
Meats and meat products 


Wines and liquors 
Liquor department of other tradest 
Total hardware group 

General hardware 

Industrial supplies. : 

Plumbing and heating supplies. . 4,527 
Jewelr 2,443 
Optical goods... , 236 
Lumber and building materials. . 2,998 
Machinery, equipment and supplies, e ‘s 4,403 
Surgical equipment and supplies 802 

4,146 
Paper and its products 4,965 
Petroleum.... 1,091 
Tobacco and its products 4,273 
Leather and shoe findings 209 fans 
Miscellaneous 


+ 


$280,054 | 163 


* These stock-sales ratios are percentages obtained by dividing stocks by sales for an identical group of firms. |— Insufficient data to show separately. 
§ Less than 0.5 percent. {Not affiliated with voluntary or cooperative groups. t Chiefly of the wholesale drug trade. 


WHOLESALERS’ accounts receivable and collections, November, 1941 


Collection Percentages* Accounts Receivable 


: y N waer of Percent change As of 
Kind of Business al cating November | November October November 1941 from November 
1941 1940 1941 a October 


Automotive supplies 

Chemicals (industrial) 

Paints and varnishes. 

Clothing and furnishings, except shoes 
ee and other footwear 


Drugs and sundries (liquor excluded) 

Dry g 

Electrical goods 

Dairy and poultry products 

Fresh fruits and vegetables 

Farm supplies Seine 

Furniture and house furnishings 

Groceries and foods, except farm products 
Full-line wholesalers 
Voluntary-group wholesalers 
Retailer-cooperative warehouses 
Specialty lines 

Confectionery 

Meats and meat products 
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oe — liquors bespnaese as oe 
iquor de ment of other trades. 
Total oes 
General h " 
Industrial supplies : 
Plumbing and heating supplies. . 
poueny 
Optical goods...... ‘ 
Lumber and building materials. ;. a: 
Machinery, equipment and supplies, except electrical 
Surgical equipment and supplies 
Metals 
Paper and its products 
Petroleum 
Tobacco and its products 
Leather and shoe findings 
Miscellaneous 
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$308,130 


* Collection percentages are obtained by dividing the collections by accounts receivable for an identical group of firms. 
t Less than 0.5 percent. 
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